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The California Postaecondary Efiucation Commission was 
created by the Legislature and the Governor in 1974 as the 
successor to the California Coofdinating Council for Higher 
Education in order to coordinate and plan for education irl 
California beyond high school.' As. a state agency, the 
Commission- is responsible for assuring that the Slate's 
resources for postsecondary education are utilized effectively 
and efficiently; for promoting diversity, innovation, and 
responsiveness to the. needs of students and society: and fbr 
advising the Legislature End the Governor on statewide 
educational policy and funding. 

The Commission consists of 15 memherfi Nine represent the, 
genercU public, with three each appointed by the Speak'^.r of the 
Assembly, the Senate Rules Committee and the Gouernor. The 
Mother six represent the major educational systems of the State. 

The Commission hold's regular public meetings throughout the 
year at which it takes action on staff studies and adopts 
positions on legislative proposals affecting portsecondary 

'education. Further infqi^matian about the Commission, its 
meetings, its staff and its other publications may 6< obtained ^ 

' from, the Commission offices at- .1020 Twelfth' Street,' 
Sacramento, California mSN: telephone (916) 445-7933. 
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This paptfj^vi?' the fourth* in a series of background papers for the Coraraisi^ion' s 
l0!V|* range /planning project, "A, Prospectus for, California Postsecondary 
.. ] Education,. "1985 - 206o." The firsUJthree papers in the series were devoted 
to reviewing the history of long-Snge plann^n^ since World Warf ll, examining 
V • s^ocial and' ecor^mic trends that might affect posts^condiiry education for the 
/ . ^ i*ferai?inder of thi^ century, aad analyzing current ideipigraphic trends which, 
. will determine the ^ size and composition of studentVfeodijes over the. tiext-15 
years. ^ In this papeX(» California's ability tq suppijiMj^^^coiiidary education 
Us explored in twc^, parts — the first relating to prflp|fcs o^f Californk's 
.^iprobable economic growth anud the amount of : that growth? likely to bjs availably 
^^\to the State treasury, and th<i second desqribing the; w>Vs postsecondary 
' institutions receiveb iand |p^nd their, fund^, / 

Top iCcS, discussed in the paper iniclude : " ' 

1. Foreca&ts from the other background papers regardinjg the future environr- 
ment for California postsecondary education ;£|njl. estimating, their impact ' 
on future institutional resources: i / . * 

2'. The relationshipvbetween. tb'e "Gross State Product" and' the «yai lability 
. ;. of public financial re^pources; ^; . . . ' .''^ . . - 

" ■ " ■ ' ■ ■ ' ' ■■ ■ ' ' ■ >*- ■■ 

3. The State's capacity to support p^ostsecondafy ediur^tion under varying 
• assumptions with resplct to the State's econo.mic^K^th, public sector 

' ' . resources, and pastsecondaty. educationi's projeetecT^S^e/ bf the 

• , sourcfes. ■ - ■ " • ■ . '•• ■ ■ 

4. A tiescription of how t^e cijrrent^ finance system for postSecondary educa- ; * 
tion works. . ' ' ' -c ■ - _ > • 

•. ; • . • ■ ■ ■ ■ • . ■• . . . " . ■ .■ " ■ 

, '5. Th^. total revenue's and expenditures frjr California' s -institutions pf 
' • * postsecondary education. ' /• ' - " .. . \ 

■ ■■ ■ . . . ■ ■ ■ - • , ■■ • ■ '.. . • . 

6, Trend ^nd ratio analysis for higher education. , , . , ' , * ^ *; 

' '•• ■ . , ■ . ^ ■ . ■ ' ■ , * ^- • ■ 

Part One of the paper begins, with <an historical overview of the national and ^ 
California' economies, / In most case^, the bas^liijiL- year chosen is 1970^- v , 
although a longer view (s'ince I960) is presented fioc a/fe*^ cdtegorieis of 
• ^ data. From there,: both shbrtr^i|tti ^i\d long-term, projections are offer^od for '-'f-S 
the condition of ^eyeral iniiiceirybf economit? ptodtuctivity, ei{peci*ll^t--tke. . # 
Gross National Product , PersOna^Ctnc^^^ ' 
, figures are available . for bott^ the nAbion and CalifbAlU in most cases. 
,Dat« are also presented foir changes in the C9st of^liVin^ usipg both the ' 
^ ConSMmer J>rice Jn<^e?( and the <Ijrfa]prffcit >^rice Deflator f^r^t^^^ • !, 

Product. The projections >aV(i 1>£i8ed dn- several altetniitivie assumptions ^ v 
emanating ^rom th« , backgroihid p^per oil "Social and Ecbporait^ fren^s: a 
' 1985 - 2000" as well as from -regression analyses that pi;,ovide a badelipe. . v W 

Qnce this economic overview is established, Part ptie turns to the revenue , 
^ pictuifl for the State Geh^iral Fund from which a large portion'^bf support for" V 



piiblic pd8t8fcco<idiicy education ia derived. The Ge^ieral Fund, in turny i» 
d^riv<6(f princi)[<ally from ttiree taxing iourcea -r personal iAcom* tayes, , 
«aU8 taxes and bank and cptpocation taxes* 7- and estimates for the growth 
of thfese revenue >oufce8 are^lso expldred. Finally, Part Qne contains a 
discussion of a tober of factors which could significantjly alter the baseline 
orojectiotts. / _ ^ . . ^ ' 

Although comprehensive, P^rt Two of the paper p^iys primary, though by no 
mean^ Exclusive, attention' to those^ areas of postsecondary education where 
the State 'j influence is felt the most: public and indepiendent colleges and 
uriivaraitieSf adult schools,^ and vocational education. 'Part Two is further 
limited to institutional finance, with a focus on the ways postse9ondary. 
ocgatiizations receive and expend thtir funds ♦ 

Even wijth these litoit8> the compiexity of " postsecondary finance - required : 
that Pa^i Two; be divided- into Several" chapters. The first, Chapter Three, 
iS) descriptive:* Jt covers the s<:ope Of the postsecondary enterprise and how 
the current finance sy^em '^wdrks!" It briefly reviews the size and ♦variety 
of posj-aecondary ^ducatioh in the United States as a Mckground for itis 
manifestation in California, '^hapjter Four then j^rese^^lome concepts, <?hich 
help explain' the. system of finance iri general, and > W ways this ^yst^m 
ajlapts to changei* Chapters Fjve and Six then disGussBostsecondary finance 
in California," the universe of institutions?, sourcesjf support, expenditures 
of public colleges and universities,- and funding of pditsecondary education 
beyond cotl,ege^ ind univer^itAes; Chapter Seven adds an analytical componeilt 
to this .description of postsecdndnry finance through trend and ratio analysis 
'of statewide .data on the support of current Operations. And Chapter Eight 
views the* future financing of higher education in light. of the previbu^. 
analyses. ' "'^ - .. ^ ■ 

Through ..all these materials, th« Commission seeks to provide a resource for 
those wishing to understand the , financing of postsecondary institutipns and 
to me<if the challenges in the years .19i85-2000. As with the companion papers 
in the "Prospectus" serie?', the. Contois s ion hopes that this paper \willN<not 
result, in a document alone < baf ratHer will provide the framework and data 
t6v develop a capability for mal^^ng decisions about the future- of postsecond- 
ary education in California'. * - , 
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UNITED STATES AND' CALIFORNIA ECONOMIC CONDITIONS 

■ ■ » . . .1 

Each year, t^e Office of ther Legislative Analyst publishes jin overview of 
the' Coming fiscal-year budget in which it outlines and sunmiarizes various' 
forecast? of economic perfopaance over the succeeding 18-month period. The 
most recent of these, The ' 1984-85 Budget ; Perspectives and Issues ' (19M), 
offered a reasonable cautipi^ to anyone attempting, the kind of long-range 
^ forecasts contained in this ^iper: > ■- '■ , 

" ■ ' ' ■■ ■ . . ■ , ■ . ^ 

Obviously, it is not possible to -predict economic performance 
beyond the next 18 months with any confidence. Indeed, no economist 
can say with any ^ertaipty at all. what will happen to such key 
•economic variables as interest rates, inflation, uneraployment^ ^nd 
corporate profits beyond the next several qi^arters (if that). 
This is especially true, given that federal jgovernment officials 
•do not,, themselves, know at this time what future c(jurscs monetary .. 
and fiscal policies will take, or what the effects will be in ^ 
coming, years of the fjederal government's $200 billion - $300* 

, billion Annual budget deficits ,(p« 17). . 

o' ■ ■■ ... ^ K ' 

Further along, the Analyst punctuat.ed that assessment further: , 

• ... 

» Will' the Department of Finance' s' economic forecast prove to be' 

accurate? No one can 'say. Given the very poor record economic 

forecasters -have compiled . in .recent years, the Legislature can, 
' have only limited confidence in the abi]Lity of the department or 
any other forecaster" to abcurat^ly^oreffee the future, evto oveir a 
. period as short as the next 12 to 18 months (p. 57). 

'■ . \ .■ \- 

Given\ these warnings^ • prudence dictates the ayoidance of precise forecasts 
-over a 'period is long as th»t covered by the Prospectus project. If years. 
Nevertheless, the history of economic growth over the past do2len Oir so years 
can provide a rough 'guideline for what the future p'rpbabl|^ holds. Tabl^ t 
shows actual figures for the Gross National Product (G^)^, in both current 
and constant dollars since 197.0, along with personal, income > employment, and- 
"ol^Consumer Price Index (CPIK /Figure 1 Compares the GNP in current and 
Cbnstant dollar^ and the CPI, with the. space between the first two representing 
inflation. . ' . •> 

■ • . •■ ■ ' ■ ■ . ■ ' ■/ 

In economic forecasting, the terms "short range" and "long range" are relative,' 

the, former usually referring to a period of about six months, and the latter" 

extending to no more than a , few years. In, this paper, the shoxt-ringe' ^ 

forecast, extends to and is based on the most recent report from the 

UJ:LA Business forecasting Project. ' The long-range ^orec^st extends to tWb 

year' 2000 and is based on a number of a0BUiiiption$^ that af^etailed below. 



TABLE 1 



Gross National Product in Current ^and^ Constant Dollars). 
Pez:sonal Incom in Current >0o liars, and the 'Consumer ♦ 
Price IndeX/ 1970 to 1984, in Billions of Dollars 



Gross Natio nal Product i 



Ygar Current Dollars distant Dollarr' Personal Income 



1970 
1971 

1972 ' 

1973 . 
1974 
1975 
1976 
'1977 
1978 
1979 . 
1980 
1981 
1982 
1^83 

1984 ^ 
(est.) 



$ 982.4 
1,063.4 
1,185.9 
1,326.4 
1,434.2 
1,549 ..2 
1,718.0 
1,918.3 
2,163.9 

' 2,417.8 

. 2,631.7 
2,957.8 

'3,069.3 
3,304.8' 

3,654.4 



$1,075.3 
* 1,107.5 
' 1,185,9 
1,,254.3 
1,246.3 
1,231.6 
1,298.2 
1,369.7 
1,438.6 
1,479.4 
1,475.0 
1,512.2 
1,480.0 
'1,534.7 

1,635.1 



$ 



801.3 
859.1 
942.5 
1,052-. 4 
1,168.6 
1,265.0 
1,39K2 
1,540.4 
1,732^7 
1,W1.2 
2,165.3 
2,429.5 
2,584.6 ^ 
2*, 744. 2 

3,008.a 



Consufner ^ 
Pric^' Index . , 

—m — 

116.3 (-%) ' 

121.3 (4.3.) 

125.3 (3.3) : 
133.1 (6,. 2) 

147.7 (U.O)- 
.I6r.2 (9.1) 
170.5 (5.8) 
181.5 (6.5) 

195.4 (7.71) ' 
217.4 (11. '3.) 

246.8 (13;5) 
272.4 (10.4)*. 
289.1 (6.1) 
298.4 (3.2) 

311.4 (4.4) 



1. 1972 dollars. . . ' 

2. Current dollars. - ^ 
3; Indexed \o 1967 as 100. Percentages ^ parentheses indicate annual 

increases. . ) » 

4. Estimates are from the December 1984 UCLA Business Forecast. ' 

«» ^ ♦ 

Source: Council of Economic Advisers, Economic Indicators , various years 

• • • . .'. ■ ■• ■ ' . 

PR^fTECTIONS OF ECONOMIC GROWTH . 



A dozen or more banks, corporations, and research org^i^izations engage in 
projections of economic growth, both naUonally and in California. Few of w 
them attempt estimates beyond one year, and one of the beat known of those y 
which do i$ the Graduate School of Management at the University of California 
at Los Angeles; According to detailed compariaons publiahed by the Legislative 
Analyst, UCLA appeajcs to be at least as accurate in it? predictions as any. 
4ther forecaster, and it is for that reason that its projections through. 
1986 are offered here as -rejpresenting as good a se^ of figures as currently 
exist for both the national and State scenes. Among UCLA's more interesting 
forecasts are that the Gross Naltional Product will increase in real terms by 
6.5 percent in 1984 (the highest one-ytf a r real increase since 1951), that 
personal income will increase by only a little less, that growth in the^ . 
. economy will continue at leasi through 1986, although at slower rates of 3.5 
and 4.2 percent in real GNP, that interest rates will remain relatively high 
but stable (from a prime rate average of 10.8 in 1983 to 12.0 in 1984, 10.6^ 
•in 1985, and 11.6 iri 1986), and that the federal deficit, will remain stable 
a^ between $178.6 blUlon in 1983 and $182.5 billion In 1986. 
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FIGURM' I Gross Napionitl Product in. CurrM and Constant Dollars 
and .Vilups fof the Consumer Pric€t^ Index, 1970 Through 
1984, Indexedj to \1970 . ^ ^ ' . 
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. The estimates of real growth, in the GNP are not inconsistent. with experience 
over the past 25 years ^rith the current ' exception of the 6.5 percent rati 
for 198A. Table 2 shbws th^ rites of real. growth sinCe I960 along with the 
rates of current dolla*- growth and those fpr inflation (GNP Deflator). From 
this table it will be noted that the mean annual, change in real GNP is 3.3 
percent with a range betweeri. .13 in 1982and the 6.5 anticipated for the ' 
current year. The range Within one standard deviation (Ja measure which 
includes a majority of values) , Is 0. 75 to .5.93, which includes about three- 
fourths of the annual cham^es. i - 

In its' paper on "Social and Econbmfcr Trends: 1985 2000," the Coii«is#i6n 
discussed several other long-rang# forecksts, noting that the qpngrirtsidnal 
Budget Office projected annual real growth of A.O perceq/t through./l9^9* and 
that the Bureau of Lal^or Statistics assume^, a growth* rate o% 3.0^ percent ' 
through 1995. Given UCLA's prediction that growth will moderate to 3.5 
percent. iri 1985 and 4.2 percerit in 1^86, ahd the fact that GNP Iferowth has 
averaged 3.3 percent between 1960 and 1984, a' rate of between 3^0 and' 4.0 
percent for the remainder of the century* seems >as reasonable as any. In . 
.Table 3, the effect of rates of 3f.0, 3.?, and 4.0 percent are shown for real 
growth, a^ong with tktma of 7.0, 8.0, and 9.0 for curtent-dbllar groWth. 



These latter figurei Include- inflatipnary increases, iiid ajsiime rates of . 
between '4 and 5 percent per year over the! period. . The rea^ growth rates .are 
all ba8ed'7^1984 dollars. These data are shown gjraphically ill Figure Z. 



TABLE 2 Annual Percentage Increases in the Gross National 
Product in Both Current and Constant Dollars, Plus 
Annual Changes in the Implicit, Price Deflator for 
the Gross Na%ional Product, 1960 to 1984 





■ "-^ '. 


• Constant Dollars 


Inflation Rate 


Year 


Current Dollars 


(GNP Deflator) 


1960. 


. 4.0% 


2.3% 


1 7^ 


19ol 


'X L 

4.'» - 






1962 


7.7 


5.8 


1.9 


1963 


' 5.5 • 


4.0 


1.5 


1964 


6.9 


5.3 


1.6 


1965 


8.2 


5.5 


2.2 


1966 


9.4 


6.0 


3.3 


1967 


5.8 


2.7 . - 


2.9 


1968 


. 9.1 


4.4 


4.5 


1969 


7.7 . 


2.3 / 


5.0 


1970 


5.0 




5.4 


1971 


/ 8,3 


^ 3.0 ^ ' 


- 5^1 


1972 ... 


\ 11.5 ' 


^ ^ 5.7 * 


ii4.1 


1973 


11.9 


• 5.8 f , 


5.8 • . 


1974 


8.1 


-0.6 1 . 


9.7 


J975 . 


8.0 


' . ^ -i,a 


9.6 


1976 


10.9 


5.4 


5.2 


1977 :; 


11.7- 


5.5 


.5.8 


1978 


1.2.8 


5.0 


7.4 *' ' 


1979 


11.7 V 
8.9 


2.8 


8.6 


. 1980 , 


-0.3 


9.2. 


^1981 
'l982 


12.4 


■ ' 2.5. , . ■ 


9.6 , 


3.8 


-2.1 


6.0 


1983 


7.7 


. > 3.7 


3.8 • 


1984 . 


.10.6 


6.5 


• 3.8 ' ■ , 


Mean 


8.4% 


3.3% 


5.0% . 


. * Standard Deviation 2 .8% 


2.8% 



.Source: Office of Federal Statistical Policy and Standfcrfds, U.S. Depart^Not 
ofCoamerce, and the Council of Economic Advisefs. ^980, Economic 
In^catprs , various years. t 
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TABLE 3 Projected Oro0»rt/i in the Gross H^iiotidt I Product, in 
' Both Current and C6ns€in,t ppUarsy 19^4 to 2000, 
in Billions of Doilars ■ 





Cuirrent 


, Constant , 


Curretit^ 




Collars ' 
7.0%^ 


OolUrs 


Dbl Tari- . 


Year 


3. OX 








$3,680,0 


$ 3,680.8 




. 3.938.5 


3,791.2 


3,975,3:. 


19oQ 


4,214. X 


3,905.0 


A,<i93>3 


1987 


4,509.1 


4,022,1 


; 4,636,7. 


1988 


4,824^8 


4,142.8 


5,007.;7 


1989 


5,162,5 


4,267.1 


5,408,3 
5^841,0 


1990 


.5,523.9 


4,395'. 1 


1991 


5,910.6 


4,526.9 


6,308.2 


1992 


6,324.3 


4,662,7 


6iCfl2,9 




. . 6,767.0 


4,802.6 


7,357.9 


1994 


7,240.7 


4,946.7 


7,946,6 


1995 ' 


7,747,5 


5 ; 095,1 


8,582,3 


1996 


8,289.9 


5,247.9' 


9,268,9 


1997 


8,870.2 


5,405,4 


10,010,4 


1998 


9,491.1 


5,567.5 


10,811.2 


1999 


10,1^,4 
10,86^.3 


5,734,6 . 


11,676.1 


2000 


5,906.6 


' 12,610,2 



Constant 
Ool lars 
3, .5% 

'$3,680.8 
. 3,809.6 
3,943.0 
4,081,0 
4,223^,8 
4,371.6 
4,524.6 
4,683.0 
4,846,9 
5,016:6 
. 5,192,1, 
5,373V9 
. 5;561,9 
5,756.6 
5,958.1 
6 
5 



6,166 
6,382 



1. Percentage^, at the head of each column indicate annual ..vates of ch'ange. 



Source: 1984 and 1985: UCLA Graduate School of 
through 2000: California Poatsecondary 
tion, ' T 



Current 
^Dollars 
.9.0% 

$ 3,68p,8 
4,012M 
4;37,3.2 
4,766.7 
5,195.7 
5,663:4 
6,173,1 
6,728,6 
'7,334,2 
7,994.3 
8,7-13.8^ 
. 9,498,0 
10,352.9 
11,284,6 
jl2, 300,2 
,13,407,? 
• 14,613.9 



Constant : 
' Dollars 

$3,680.8 
3,8^,0 
3,981,2 
4,140.4 
4,306.0' 
4,478.3 

I 4 » 65 7. 4 
4, 843 .J 
5,037:4 
5,238.9 
5,448.5 
5,666.4 

' 5,893,1 
6,128.8 

, 6,374.0 
6,628.9 
6,894.1 . 



Management, 1984a. 1986 
Education Comroission Simula-* 



4. 




FIGURE 2 Alternative Growth Projections for the ^l*^ss Nat ional 
Product in Current and Constant Dollars, 1984 to 2000, 
in Billions of Dollars 
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EC0N0n6c growth in CALIFORNIA 



As might be exjiectei}, Calibraia' » etonbroic fortunes have paralleled the 
nation's. Although there is no official "Gross State Product" comparable to 
the Cross National Product; }iC14U economists have developed a measure which 
is accepted by many and whtch Its presented in table '4 for illustrative 
pjurposes. Perhaps more comparable? are the figures for personal income which 
^re official at both the national and State levels and which also provide, an 
indication of California's relative:sha«e of the hatiohal economy. 

What clearly e«aerges from table 4 is the fact that California is increasing 
both i.t8 productivity and -its share of national wealth. To a degree, this 
is a function of population growth, as indicated in Table 5 j*hich shows that 
he tween. 19^71 and 1984 California's share of the nation's population increased 
from 9.82 percent to 10.83 percent —a shift of 1.01 percentage points. 
Its productivity share increased from 10.4 _ percent in 1971 to 12.'4 in 
1981 — a chdngeVt^.O points, or about twice the increase in population. 



TABLE 4 Comparison Between the Gross national Product atnd the 
"Oross Stkte Pro duct" and Between National ^d Calif c^ia 
* Personal Income Data, 1971 to 1984, in ^lions dr 

. Current Dollars 



Year 

1971 
1972 
1973 
1974* 
1975 
1976 
1977 
1978 , 
1979 
1980 
1981 
1982 
1983 
1984 . 

3ouirce: 



Gross 
National 
Product 

$1,077.6 
1,185.9 
. 1,326.4 
1,434.2 
1,549.2 
1,718.0 
1,918.3 
2,163.9 
2,417.8 
2,631.7 
2,957.8 
3*069.3 
3,304.8 
r 3,654^.4 

C'oiincil of 
1984; and 



Gross 
State 
Product 

$112^4 
■ 123.0 
140.3 
154.1 
170..8 
19?. 8 

2l8n 
250.6 
284.1 
315.5 
354.3 
370.6 
401.9 
45^.3 



GSR as a 
Percent 
of GNP ^ 

10.4% 
10.4 / 
10.6 
' 10.7 
UfrO 
1>!.3 

/n.4 

11.6 
11.8 
12.0 
12.0 
12.1 
12.2 
12.5 



National 
f>ersonal 
Iricome 



$ 



859.1 
942.5 
1,052.4 
1,168.6 
1,265.0 
1,391.2 
1,540.4 
1,732.7 
1,951.2 
2,165 
2,421 
2,S8« 
2,744.: 
3,008.9 



Call fornix 


CPI as a' 


Pprsonal ^ 


Percent 


IfKom 


of NPI 


$ 91.0 - 


10.6% 


- 102.1 


10.8 , 


111.6 


10.6 


126.1 


,10.8 


^ 138.7 ^ 


11.0 


, 153.9 


11.1 °- 


172.4 


11.2 


199.0 


11.5 


» 228.5 ' 


11.7 


g^59.6 


12.0 


■fel.9 


12.0 


PVllO.7 


12.0 




.12.1 


375.0 . 


12.5 



Econonic Advisers; UCLA Graduate School of Management, 
California Stjite Department of Finance. . ' 



TABLE .5 ' Comparison Between the Total Populations of the United 
States and California, July 1,, 1970, to July 1, 1985 



* 

'Year 


Unit«<j States 
Population 
in Millions! 


Annual 
Percent 
Change 


» - ' 

California . 
PbDulatton 
in Millions 

• III. 1 f 1 W 1 1 <^ 


Annual 

^ 1 1. 1 1 1 *^ 1 

Percent 

• ^ 1 ^ ^0 1 1 V 

Chanae ' 


Cal i f ornia 
as a Per£!ent 
of U S 


. * 
1970 


203,984 




' 20.039 




'A 


r97i 


. 206,827 


1 41 


20 •346 


1 s% 




1972 


209,284 


.1.2 . 


20.585 


12 


Q AA 

■• • OH 


1973 


, 211,357 


1»0 


20*868 


1 4 


Q A7 

7*0/ 


197A 


213,342 


Ov9 


21.173 


1.5 




1975 


215,465 . 


" J-S' • / 


/ 21,537 


1.7 


10.00, 


1976 


217,563 


. 1.0 . .'^ 


21,9.35, 


1.8 


10.68 


1977 


.219,760 


1.0 


22,350 


1.9 . 


• 10.17 


1978 


222; 095 


1.1 


22,839 


2.2 


' 10.28 


1979 • 


224,567 


1.1 


23,255 


. 1.8 


* ' 10.36 " 


1980 


227,236 


. 1.2 


23,771 


2.2 


10,46 


1981 - 


229,518 . 


^ 1.0 


24,210 


1.8 


10.55 


1982 


231,786 • 


1.0 


24,722 


.2.1 


10.67 


1983 


'233,981 


0.9 • 


.' 25,152 


1.7 


10.75 


198A 


236,108 . 


0.9 


25,576 • 


1.7 


^ 10.83 


1985 (est.) 


238,631 " 


1.1 


25,?98 - 


-1.6 


j^^8^ 


Average 




1.05% 




' 1.75% 





Source: California State Departmeat of Finance and United States Bureau of 
the Census. ^ , ♦ 




Between 1971 and 1984, California's "Gross State Product" increased/by an / 
average of 11.4 percent per year, compared to an average increase of 9.9 for 
the' Gross National Product, both in current dollars. A similar result is I 
revealed/for, personal income, with. figures of li:$ and W^l for California/ 
and the nation,' tespectively. In each case, the percen^Be differential i^ 
abont^lj percent. OnjLy about half or lets, of this difference can be accounted j 
for by population growth alone, and it appears that the gair' is widening 
between the economic productivity of this State and Jhat of the nation as a. 
whole., the reasons include Ca^lif ornia 's extremely advantageous geographic 
.position as the gateway to t^ie Pacific-rim nations where trade ^as been ; 
increasing rapidly, the diversity of California's economy in fields ranging >- 
from agricultutfe ,to heavy industry, its, strong emphasis on the fastest ., 
growing high- techno logy and sletvice industries, the economip difficulties 
experienced recently in the heavily industrialized states of the East and 
northern Midwest, and California's maaslve and high quality educational . . 
system. ; ' 



For the' foreseeable ^uAre, there are no indications that California's 
natural and man-made adyantaBes will. decline in importance, even allowing 
for the increasing competition from th? sunbelt states in the South and 
Southwest. Because of that fact, it ispossible to assume that Califdynia 
..will probably enjoy a somewhat largier increase in its economic productivity 
than the rest of the United States as a whol,e, for ttfe next 15 years. In- the 
years between 1971 and 1984, in fact, "real" GNP increased by an average of 

3.1 percent per year while California's '^real" GSP went up an average of 3.4 
percent. While that differential, may have -been affected by the extremely 
adverse conditions in- the industrial East and Midwest, a continuing differ- 
ential of at least 0.3 percen^, ajnd even 0.5 percent becausi^ of California' s 
increasing share of, GNP, is probaoly not. unreasonable. Given the previously 
mentioned forecasts from the Congressional Budget* Of f ice , the U.S. Bureau of 
Labor Statistics, and UCLA's economists that na^tionaL growth will average 
between 3 and 4 percent in ree^l terms, a national growth rate through the 
year 2000 of 3,25 percent nationally add: 3.75 percent in , California fppears 
as reasonable as any. 

IMPACT OF INFLATION, FEDERAL DEFICITS, AND ENERGY PRIQE^ t 

* * ... ' • . ' ' 

A major iriippnderable in this equation is surely inflation. Several years 
ago, when the Consumer Price Index was rising at annual double-digit rates, 
the cries of alarm were loud and broa^lly based. Many held tjtfe opinion that 
the rise in prices would eventually decline, but most ^thought any rate under 
5 percent per year was impossible. In spite of that, tht GNP deflator rose 
only 3.8 percent in 1983, as Table 2 indicated, J and the CPI an even lower 

3.2 percent (Table 1). In 1984, the Increases were still very low at 3^7 
percent and 4.4 percent, respectively. Naturally, it is impossible 'to 
determine if such pleasant statistics can reasonably or logically be projected 
to the end of the century, especially given the enormous imponderables of 
the federal deficit, and the ijnternational debt situation. Either one could 
produce great economic uncertainty, .and evert virtual c]|aos if one chooses a 
worst-case scenario. Nevertheless, the United States appears to have entered 
an ira of relative economic stability, and it may be possible for the federal 
government to contribute to that stability in the future through the use of 

'various fiscal and monetary adjustments such as the manipulation of spending, 
deficits, and interest rates. This is by no means assured, of course for 
inflaCion can also be influenced by such uncoritrbllable factors as weather, 
conditions, labor negotiations, and public attitudes and perceptions, but,, 
the prospects for stability and a. sustained level of moderate economia 
growt^ppear better now than. they have been in the past 15 years. 

The Commission discussed the problem of the federal deficit a^- length 'in 
"Social and Economic trends: 1985 - 2000," . and' thfire is no need to reiterate 
that discission herej Suffice to say that there are. doubts that, in the 
neat future, the deficit can be reduced substantially from ^*»>vcurr*nt level, 
of atiout $200 billion per year. Even th*' UCLA economists, once optimistic 
on deficit reduction, appear to ;^ave changed their minds. In September 6f 
1984y they predicted a 1986 deficit of only $143.2 billion, but in December, 
they saw a reduction to only $181.2 billion by 1987. Even at that, however, 
with GNP increasing «t ciftrrent-dollar tates of 11.4 percent in 1984, 8.1 
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percent in 1985, aad 8.2 percent in 19-86, the deficit should: becoinfe less of 
a relative flra in on investment income and on the federal budget (moving from 
5.4 percent of GNP in 1983 to a' more manageiible 3.9 percent in 1987). It 
should .also have the effect of reducing interest rates ^lightly which will 
also tend to stabilize the i(iternatibnal debt situation since it will be 
easier for foreign nations to service their loans if interest rates are 
lowered. * •• - 

■ 

The final potential" economic crisis is the pne which created th^ several 
crises o* the 1970s, and that is energy in general, and oil in particuUr. 
But even there, the indications are that, while oil will cdrtainly increase' 
in' price in mpst of the coming 15 years, th^re'will be no great shocks as 
there were. in 1974 and 1979: Reserves have Been demonstrated to be ample, 
both domej^tically and internationally, and the Organization of Petroleum 
Exporting Countries (OPEC) is clearlV less able to influence the world price 
of #il than it once was.. The current OPEC price of $29 per barrel has been 
in ..place for over a year, doWn from its high of $37 a barrel >in 1981. 
Further,^ America's reliance on oil is less than it was, principally because 
of major conservation efforts, ^nd there is a continuing interest in the 
development of alternative sources. Those alternatives will probably not 
contribute a great d^al~ t6 the nation's or California's energy needs in the 
coding decade and a half , but even without them, it is not likely that 
energy will again emerge as the economic demon which plagued economi/c growth 
in the previous decjrde. / 

.With all of those factors accounted for, this background paper assumes an 
annual inflation rate of 5.0, percent between 1985 and 2000, ^n& the te fore, a 
yearly current dollar growth in the Gross State Product of 8.75 percent and 
in the Gross Natiorial Product of 8.25 percent. Table 6 shows the effects* of 
those projections, which are displayed as weU in Figurt 3. 



TABLE 6 Projections of the Gro^ Natiohstl Ptoduct and the Gross 
State Product for California, 1980 toliOOO, in Billions 
of Dollars . , • i 



United' States 
Gross National 
Product 





Lurrenu 




UUf 1 eiiu 


^ Tear 


Uul larS 




uu 1 1 Of a 




9 Z |DJJL « / 






1 001 




^ y Z3D « J. 








J y io/ • 1 


370.6 




o on/., li 


0 "QnA 'ft 
J 9 JU^ « 0 


Ann A 






A 1 0 0 

J ^mz • Zi . 


A^7 7 






AQ7 7 






3 637 6 


541.3 


1987 


: 4,669.0 


■ 3,755.8 


588.7 


.19)88 


5,0^4.2 . 


3,87,7.9 


6A0.2 


1989 


5,471.2:^ 


4,003.9 


$96.2 


1990 


5,^22.6 


4,134.0 


. 757.1 


1991 • 


6,411.2 


4,268.4 


823.4 


1992 


6,940.1 , 


4,407.1 


a95.4 


1993 


7,512.7 


4, 550'. 4 


973.7 


1994 


8,132.4 


4,698.2 


l,058i9 


199'5 


8,803.4 


. 4,850.-9 . 


1,151.6 


1996 


9,529.7 


5,008.6 


1,252.4 
1,362.0 


1997 


10,315.8 


5,171.4 


1998 


11,166.9 


5,339.4 


1,481.1 


1999 


12,088.2 


^ 5,513.0 


- 1,610.7 


2000 


i'3,085.5 


5,692.1 


1,751.7 , 



California 
Gross State 
Produ ct 

Constant 
Dollars 



California GSP as 
a Percent of GNP 
(Constant Dollars.) 



^ofln fi' 


< 1 0 nit 


j90.1 


I/. . u 


00 /.' b 


19 1 


l.f\t\ c 


19 1- 
LZ . - 


.415.6. ■■■ 


12.2 


431.2^ 


12.2 


447.4 'y 


12.3 


464.2 ■ 




481.6 


• mm. 4: 


499.6 « 


TT2.5 


.518.4 


12.5 


537,8 


12.6 


558.0 


U.7 


578.-9 


12.7 


600.6 


- 12.8 


623.1 


12.8 


646.5 


12.9 


670.7 


' 13.0 


695.9 


13.0 


722.0 


13.1 


. 749.0 


13.2 



Average 

Annual 

Increase 



8.35% 



3.73% 



8.95% 



4.15% 



1. ,UCLA projection.. 

2. " 1983 dollars as adjusted for the GNP deflator. 

3. Assumes a growth rate of 25 percent, 1985 - 2000. 

4. Assumes a growth rate of 3.25 percent^ 1.985 - 2000. 

5. ' Assumes a growth rate of 8.75 percent, 1985 - 20.00.. 

6. Assumes a grpwth me of 3.75 percent, 1985 f 2000. 



Source: 1980-1983: Council of Economic Adviseifs, and UCLA Graduate S(^hool of 

. ' Management, 1984a. 

. 1984-1985:, UCLA Graduate School of Management, 19844 and I9fi4b. 

1982-2000: California Postsecbndary Education ,Coinmission simulations. 



FIGURE 3 Projections of the GAos^s National Product and t/ie 
California'^ross State Produ<;:t; 1980 to^ 2000, in 
Billions of Dollars 
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.,• « - . . ' CAUFORNIA'S STATE BUDGET \ 

To a.degre*, California's State Budget is a function of statewide and national 
economi^ conditionsy but only to° a degijee, as its relationship to such'major 

' indicators as the Gross State Product or personal incqin.e is less than perfect. 
Over the past 15 years, the budget hks been affected by a ^ost of faetots 

. such as multiple annual cjMfitges in tax legislation, statewide ballot initia- 
tives such as. Propb8itipn'^.|;,' whic^ully indexed personal income takes, and 
by pockets of prosperity or recession in specif it industries, sucl^-a's automo- 
biles. Table 7 on , page 18 shows, ^ tetras of percentage changes,^' comparisons 
between the major components of the General Pund (personal inc6n]^> sa|.ed, 
and bank an^ corporation taxes compriVe about 9^ percent of the -total), the 
Crass State Product as computed by UCLA's economists, and personal incoipe as 

. reported, by the Department of Finance for the years between 1971-^ and 
1984-85. . . 



.From Tal?le 7, it does not appear that taix revenues parallel economic conditions 
with any consistency. In fact, plotting correlation j^oeffecients between 
the individual tax sources and , the primary economic indicators/ reveals a 
relationship between them that is less* direct than might be expected, 'espe- , 
ci»Ily for income taxes. At the same time, the relationship between Gross 
State Product and perfs«pn4l income is quite close at 0.87: 

: • .. sjt:-^^^ ' • ■ ' ; ■■ ■ 

Items Correlated 



Gross State Pri^^u.ct to: 

$tate PersoriaJ; Income* ^ 
State Income Taxes 
State Sales Taxes . . • 
Bank and Corporation Taxes 

Total General Fund: Revenue. 

■p . - ■ • ' . • 

S^ate Personal Income to:- 

State Income faxes ' * 

State Sales Taxes 
Bank and Corporation^ Taxes 
Total General Fun() Revenue 



Correlation CbefflcjSnt 



0.B7 
-0.23 
0.50. 
0.58 
0.29 



^0.05 
0.43 
^.72 

o:36 



-.J. 



These numbers indicate that there is a general "relict ionship between economic 
ups and downs and the amount of money received by the State treasury v 
Correlation coefficient* can - range' from values ^1.6 to +4.0, the(.i'i'rf;|f; 
Itidi'cating that when a certain thing occurs, another thing always fails to 
occur, and the second showing that w!;^en one event occurs, the reljktedveyent' 
also occur> every time. Aa the numbers descend frop +1.0 toward 0.0, V the- 
relationship beitemes less perfect until,, at 0.0, absolute, randpiijiiess. pifccttTa. 
In the correlation coefficients listed above, it seems surprising that there ' 
is seemingly no Relationship b^tw|«n personal income and State income taijcet - 
that personal "Acome correlates modestly with sales taxes, and that i€\ 
correlates fiiriy strongly with bank and corporation tanes. With jpeiional 
income,^ thrreiationsHiH becomes closer where "taxable'V personal llt^coise is . , 



TABLE 7 



Annual Percentage Changes in the Gross $tate Product, 
Califirnia Personal Income, and Major Stat^ Tax Sources, 
197I''72 to 1984^85, in Current and Constants. Do liars . 



Year 



• Gross 
State. 
Product^ 



CURI^NT D01.LARS 



1972- 73 

1973- 74 
:l974-75 

1975- 76 

1976- 77 
^1977-78 

19>8-J9' 

1979- 80, 

1980- 81 

1981- 82' 
' 1982-83 

1983- 84^ 

1984- 857 



1.8% 
9.4 

14.1- 

10.8 
13.5 
12.9 
14.5 
13.4 
U.l 
12.3 

4,6 

8.1- 
14.3 ' 



Callforjita 
Personal 



8.1% 

8.3 
11.9 
10.6 • 
10. a 
11.3 
14.6- 
14.5 
14.1. 
13.1 
10. .6 

4.9 

9.4 
U.l 



1972 tONSTAKT DOLLARS" 

1971- 72 - r.8%., , 

1972- 73 5.9 

1973- 74. , 7.8 
197^-75 ^--0.3 
.1975-7^ 0.4 

1976- 77 • ' " 6.9 ^ 

1977- 78 5.4 - 

1978- 79 - 6.0 

1979- 80^ ' ^2.3 

1980- 81 - 3.9 
.1981-82 0.9 
"1982-83 - 11.5 

1983-84 . 6.5 , 

^ 1984-85 9.1 



1 .1% 

8.5 

3.4 

2.^ 

0.4 

4.4 

4.^ 
6.8 
3.6 
1:7. 
1.1 
0.3 
5.1 
8.1 



Income 
Tax. 
Revenue 



Sales ' 
Tax 
Reven ue 



Bank a)id 
Corpora- 
tion Tax 
Revenue 



^Total 
General 
Fund 
Revenue 



'41.2% 


• 11.5% / 


12.5% 


19.0% 


- 5.* 


9.1 


30.7 


10.8 


-2.8 


21.7 


.22; 1 


16»8 


40.9 


25.9 


'18.6 


23.7 


19 .7 


40'. 4 . 


2.16 


I1.7 


.21.7 


15.1 


27.6 


18.1 


24.-l» 


17.5 


26.9 


20.3" 


" 2.0 


14.9 


14.4 


h.i 


36^6 


12.8 


3.6 


18.2' 


1.9 


7.4 


10.7 


5.8 


13*0 


7.8 


- 3.0 : 


10.2 


-v.2.9 


1.3 


- 4.3 


1.3 


19.3 


13.6 


26.2 


11. 6 


7.9 


• 10.6 


2'5.0 . 


8.3 


36.*^% 


8.1% 


20.7% ' 


. 15.4% 


1.1 


4.5 


25.3 ' 


6.1 


-10.2 


12. « 


12,7- 


7.8 


26.4 


. .12.9. 


, 6.3 


10.9 


11.4 




- 4.5 • 


3.9 


14.2 


8.0^ «^ 


19.7 


10.8 


15.7 


^.6 


18.3 


: 12. '2 


* - 6.2 


" 5.6:. 


5.1 


' 2.1 


18.6* 


• - 2.1 


-10.1 


2.6 


, - 8.5 


, - 3.5 


-»0.S 


- 5.0 


2.0 


- 2.8 


-12.5 


- 0.6 


1.1 


^ 0'6 


- 6.0 


^ 0.5 


144 


9.4 . 


2^5 


7.3 


<t 3*3 


\8 : 


19.6 


3.6 



1. Computed for calendar yeara^ (1971-72 = 1971, etc.) « 

2. Estimate baaed on U(?LA projections * . * : ^ ^ ' 

3» .Computed by using the fiscal year California Consumer. Price Index. . > 

. ■ .■ ■ ,■■ . - ■ , ■ ■ . . .■ . ■ * 

Source: California State Department of |i?naice, and UCLA Graduate School of 
Management, 1984b. " — . ; ' 



used rather than uaadjujited or grois personal inc($me. Even with that correc- 
tion, howei^er, charting the" future state of the Gett4t|l Fund based on ecpnomic 
growth reiiaips difficult* To sec, that more clearly, Figure 4 shows annual 
percentage changes in the Gross State Product,- personal, iftcorne, and the 
General Fund.^ As indicated earlier, the relationship is positive hut less 
than lixact. > . 

i^potherif way of lopking at State revenues is to , develop • compound ratifs of 
change over a raulti-yeat period. These rates ar? shown in Tab^e 8. This^ 
table shows that General Fund revenues have tended to rise faster thlin * 
either the Gross State Product or personal income, although there, have been 
a number of years when thp opposit/ was true, including the years of the two 
most recent Recessions (1978-79 and 1980-81 to 1982-83). In part, however, 
these declines in ^State revenues, were caused J)y the effects of numerous 
changes in th|B tax code, income tax indexing — partially implemented by the 



TAB. 



8 Compound Rates of Change for the Gross State Product, 
State Pdrsoi\al Income, and Various St^te Revehue 
, Sources in Both Current and Constant 1972 Dollars, 
1971-72 to 1984^85 . 



tem 



Gross State Product 
Current Dollars 
Constant Dollars 

State Personal Income, ' 
Current. Dollars . 
Constant Dollars 

State Income "fax Revenue 

Cur^-ent Dollars ' , , 
Constant DollaYs 

State Sales Tax Re\^nue 

Curreht. Dollars , - ' 

Constant Dollars ' 

Bank and Corporation Tax Bevenue 
Current Dollars 
Cons taut Dollars 

*, • 

Total General FUnd Revenue 

Current Dollars > * •.^ 
Constant Dollars . 



Annual Rate of Change 



10.69% 
3.04 

10.85% 
3.18 

15.86% 
7.84 

12.67% 
4.87 

15.50% 
" 7.51 

..13.18% 
5.35 



Source:' California ^tate Department of Finance, and UCLA Graduate 
School of Manag^n^nt, 1984b., ' , 



fjioURE 4 Annu*l Percentage CJtianges In the^ Gross State Product, 
; * California Personal Income, anql the State General Furid, 

1971^7^ to I984'85f i/j Current and Coxistarit Dollars-^ 

\ .. " CURRENT DOLLARS 



M 



TOTAL 90CRAL PIM) RCVOM 




3i* " ^ ' ni iwvw > > 'ih <^ 



it 



CONSTANT DOLLARS 



ao- 

iji- 



19- 



TOTAL CENCRAL FUND REVENUE 



-10 



8R0S8 SJATE PI 



— CALir. PERSONAL INCOME- 




Source: T«bl« 7* . 

: : , , -20- ■ ■■ ■ , ■29 
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Legislature in 1979', and then fully under PropositioA 7 in 1982 — and by ' 
the recessions themselves. To make this ^point further, it should be noted 
that State income tax revenues injjreased at an annual rate of 20.5 percent, 
between 1970-71 and 1977-78 in current dollars but by only 11.4 percent 
since, including the major expansionary estimate for l^ftA-SS. By contrast, 
sales tax revenues, where the 6.0 p^rc^nt rate has not chainged since the » 
late 1960s, ipose by an average of 15.7' percetitr fcnr-the fiTst period and 9.7 
percent for the second, a much smaller difference than for income taxes. ( 

In considering projections to the year 2000, it must be stressed that any 
forecast will be inaccurate to some. degree. In' part, this is .due to the 
fact that future adjustments ^o the tax laws (such as Proposition 7) cannot 
be predicted, t)ut* al8o because'*of the Volatility of the revc;nue systems 
themselves. Even using constant dollars, which factor out inflation and, 
therefore, tend to be a more stable measure of ecpndhlc or reVenue growth, 
the annual changes in General Fund revenues since 1971-72 have varied from a 
decline of -5.0 percent to an increase of 15. A percent. Current dollar 
totals have varied from a low of 1.3 percent to a high of 23.7. AccordinglV, 
predicting exactly what will happen in any given year is simply impossible. 

What can be attempted, however, is a long-range forecast hLsed on current 
knowledge of the ta?c structure and the previously noted estimates for economic 
growth. These include the fact that California's tax system is still basic- 
ally progressive in nature and tends to increase revenues at a rate faster 
than the economy grows, as noted in Table. 8. 

State Income Tax: Historically, the most progressive tax has been that 
levied on personal income, but with indexing, the growth in that tax must 
now be adjusted downward to about the same increase anticipated to occur - 
with personal income, rather than a percentage f iguire subsl^antially above it 
as lias been true for the years since 1971-72. It has already been noted . 
that" income tax revenues . increased at an average, annual rate of 11. A percei^t } 
between 1978-79 and 1984-85. State ptersonal income increased by, 11.8 percent 
for those^ same years, and by 10.85 percent since 1971-72. The Gross State 
Product htas increased only, slightly less since 1971-72 at 10.7 percent per 
year in. cutrent dollars.^ In constant dollars, the figures are: State 
income |^axes>-.3.2 percent; personal income, 3.3 percent; and Gross Stat€ 
Product, 2.7 percent. The latter two figures are 'somewhat more divergent 
than normal (GSP and personal income differed only by 0.16 percentage points 
between 1971-72 arid 1984-85 rather than tW 0.60' shown here), but from all 
the data, severifil conclusioi|B can be reached: 

" . , • » 

1. California's Gross State Product tendjB to rise faster than the Gross 
National Product by a factpr of about half a peccent..per year. 

2. California pessonal income tends to rise at va very .slightly- faster rate • 
than the Gross State Product, by about one- or two-tenths of a percent 

,.. ^per yeat. ■ ■, . -* , 

' ' ■ . • ( ■• , ' ■ • .,• ' . . _ ■ . 

3. In'* the.^futtire, due principally to the influence of indexing. State 
income tax reve&ues will probably tise at about the same rat« as personal^ 
income, about 3.5 to 4^0 percent in real terms ^ although there will be 

— ~ ^i da fluctu a tl onip i a th a \nnu aA- incr a a g" M . .. i^;- 



Sfte Sales Tax ; Salea tax revenues have also tended to rise more quickly 
than the economy aa a whole. Between 1971-72 and the forecasted 1984-85 
fiscal yaara, sales tax revenues Increased at an annual rate of 12.7 percent 
in curr(^nt dollars and 4.9 percent in 1972 constant dollars. '^As' with the * 
other revenue sources » sales tax revenues were also ^volatile! ranging from a 
low.;!. 3 percent in<*reaie in 1982-83 tor a high of 25. S percent in 1974-75,, a 
year in which the California Consumer ^Btiae Index ^l^eased by 11.5 percent ► 
In constant or "reai'' dollars, increases and decreases in Sales Tax revenues 
have ranged Jrom a decline of -3.5 percent in 1980-81 to. a rise of 12.9' 
pefcent, again in 1974-75. Most of- their fluctuations, as with income tax\. 
revenues, was caused by^tax legislation, expecially laws which altered theV 
time schedules for collection to the point where taxes collected in^ne year 
were deposited ii^ ^he treasury in a different year* 

Salies tax revenues also tend to fluctuate widely because they are heavily 
dependent on the sales of expensive consumer durables such as automobiles 
and appliances. During the severe rtcession of the early ||9 80 s , sales tax 
revenues actually declined in real terms for four consecutive years betweA 
1979-80 and 1982*'83. In the coming decade and a half, the productivity ot 
the sal^s tax will depend largely on the continuing production and sale of 
tangible items, *nd most forecasts indicate that that production will continue 
and indeed, increase. Accordingly, while annual increases in sales tax 
revenues have averaged* about 3.0 percent. lesf than those derived from the 
income tax, it seems plausible that indexing of the latter will move the two 
revenue producers much closer together. Fcp the purposes of this forecast, 
they'are assumed to rise slightly faster than income tax revenues, about 
'3.75 to 4.25 percent per year, compai'ed to the historical rate of 4.9 percent 
since 1971-72. ' / . ' , 

".' . • • ' ■ ■ ■ " -/ 

Bank and Corporation Tax i Bank and corporatiDii taxes have increased dramat- 
ically during the recent recovery -- 26.2 pe;rcent in current dollars- during 
1983^-84 and another 25.0 percent, as projwtted by the Department of Finance- 
\for. 1984-85. In constant dollars,'* the figures' are 21.5 and 19.6 percent, 
respectively. Since 197\-72, bank and corporation tax revenues have increased 
at an annual rate of 15.5 percent in current dollars and 7.5 percent in 
constant dollars —"about the same as the State income tax and about 4*^ 
percentage points higher than the real increase in either the Gross State 
Product 0^ person^ income. In the future, there is no reason to suspect 
^hat that rate will decline significantly from its recent historical level, 
but the staggering increases in the previous and current fiscal years do 
seem impoBsible to sustain , for long. . » . ' 

Evidence for that caution comes from the fact that bank and corpora tioh tax 
revenues are just as unpredictable as those for income and sa Iris tfxes. 
Since 1971-72, the range . has been greater, in real terins, f<yt this tax 
source than for any other, moving from a decline of 12.5 percent in 1^81-82 
in the depths of the recession, to S rise <tf 25.3 percent in 1972-73, both 
in constant dollars. This should not be too surprising, however, since 
corporate profits are always the difference between receipts and costs. In 
recessionary times, many normally prosperous" companies will suffer losses 
and hence pay no taxes" at all. When the economy conies back strongly, profits 
can increase very rapidly. Thus, the voljtility of ban^ and corporation tax 



receipts is only A function of the volatility of corporate profits from year 
to. year. If the two m'tfst recent l^ulges in the bank and corporation t^x 
revenue picture are omitted, the historical rate is reduced from 15.5 perbent 
tp 13.9 in current dollars and from 7.5 percent to 5.5 percent in 1977 - 
constant dollars. Because of that, a more conservative long-range estimate 
of between 5.25<i4ind 5.75 percent has been chosen for the projection. 

It was indicated earlier that the three, major tax sources (income, sales, 
and bank and corporation taxes) con8ti1|ited about 90 percent of the General 
Ftind. As of the 1983-84 fiscal yeir, tne^e revenue sources represented 88.9 
•percent ,©f the total, and they are projected to represent 91.7 percent in 
1984-85 by the^epartment of Finance. > Still, ,as recently as 1970-7.1, they, 
amounted to 79.5 percent, and the percentage has been increasing steadily 
for the past 15 years. Tible 9 shows these changes. ^ 

' ■ ' " • . ■'■ ' . ' 

Tables 10 and 11 on pages 24 and 25 show projections of the condition pf the 
General Fund through the year 2000. The assumptions underlying those projec- 
tions include- the -following: 

1/ The Gross National Product will rise at an average annual rate of ^.25 
pericent in c^^ent dollars unadjusted for inflation, and 3.25 percent in 
constant dollaJjs* . ; '• 



TABLE 9 Comparison Among the SeVbral Revenue Sources for the 

General Fttnd, 1970-71 to 19$4'85, in Millions of Dollars 

Total Revenue 





from Income, Sales, 




Revenue from 








and Bank and 




Miscellaneous 


< 


Total General 


Year 


Corporation Taxes 


Percent 


Sources 


Percent 


Fund (Revenue 


1970-71 


.$ 3,604.5 


79.5% 


$ 929.0 


20.5% 


$ 4,533.5 


1971-72 


A;464.1 


82.7 


930.7 


17.3' 


5,394.8 


1972-73 


4,948.7 


82.8 


1,027.6 


17:2 


5,976.3 


1973-74 


5,564.9 
7,2^04*0 


79.8 


1,412.6 


20.2 


,6,977.5 


1974-75 


83.5 


1,425.5 


16.5 


-8,629.6 


1975-76 


8,094.8 


84.0 


. 1,544.2 


16.0 


•9,639.0 


1976-77 ' 


9,683.7 - 


85.1 \ 


^ 1,696.9 
1,914.5 


14,9 


. 11,380.6 , 


1977-78 


11,780.5 


86.0 


14.0 


13,695.0 


1978-79 


12,922.0 ' 


.84.9 


2,295.5 


15.1- 


15,218.5 


1979-80 


15,494.0 


86.2 


2,490.6 


13.8 ^ 


17,984.6 


1980-81 


, 16,365.1 


86.0 


2,658.0 


14.0 


19,023.1 


1981-82 


.17,690.4 


84.4 


3,269.9 


15.6 ' 


20,960.3 , 


1982-83- 


17,891.8 


84.3 . 


3,341.4 


15.7 


21,233.2 


1983-84, 


21,080.0 


89.0 


,2, 620.0 


11.0 


23,700;0 


1984-*85 


23,530.0 . 


91.7 


2,138.0 


8. J 


25,669.0 



1. Estimated. . • 

2. ..Projected. " , ' , ^ ■■. ' ■ 

Source: Governor's Sndgets and California State Department of Finance. 



2. The Gross State Product will rise at an average annuali rate of 8.75 
percent in current dollars md 3,. 75 percent in .con^tantl dollars. 

3., State personal income will rise at an average annual Vat e of 8.9 .percent 
in current dollar! «nd 3.9 percent in constant dollars. " 

4. The California Consumer ^rice I-ndex will rise at an average annual rate 
'of 5.0 percent. ^ * 

5. Perional infcoine tax revenues will increase annually at a current dollar 
rat« of 8.75 percent and a constant dollat rate of 3.75 percent. 



I 



TABLE 10 Current Dollar Projections of Various Tax Revenii^s 
■■■ , Plus fotal General Fund' Revenue, 1984-85 to -2000-01, 
^ in Millions of Pollers ^ 





Income Tax. 




Revenue 


Year 


(8. 75%/Year) 


1984-85^ 


. $10,485.0 


1985-86:: 


11,163.0 / 


1986-87^ 


12,400.2 


1987-88 


13,485.2 


1988-89 . 


14,665.1 


1989^90 


15,948^3 


1990-91 


17,343.8 


mi-92 


18,861.4 ' 


1992;93 


20,511.7 


1993-94 


22,306.5 


1994-95 


24,258.3 


1995-96 


, 26,380.9 


1996-97, 


28,689.3 


1997-98 


31,199.6 ' 


1998-99 


33,929.6 


1999-00 


36,898.4 


2000-01 


40,127.0/ 


Annual 


■ 


Percent 




Change 


8.f5% 



Sales Tax 
Revenue 



$9 
10 

U 
12 

13 
.14 
16 
17 
19 
21 
22 
25 
27 
29 
32 
35 
38 



,705.0 
,618.0 
,530.5 
,568.3 
,69^.4 
,932.3 
,276.3 
,741.1 
,337.8 
,078.2 
,975.3 
,043.0 
,296.4 
,t53.6 
,431.5 
,350.3 
,531.8 



Bank and 
Corporation 
Tax Revenue 
(10.5D%/Yeap) 

$ 3^525 iO 
3,950.0 
4,304.1 
4,756.-0 ^ 
5,255.4 
5,807.2 
6,417.0 
7,090.8 
' 7,835.3 
8,658.0 
9,567.1 
10,571.7 
11,681.7 
12,908.3 
, 14,263.7 
^ 15,761.3 
17,416.3 



9.00% 



10.50% 



Miscel- 
laneous 
Revenue ^ 

$2;361.9 
2,189.2 
'2,622.9 
2,770.3 
2,923.5 
3,082.2 
3,246^3 
3^15.4 
3,589.2 
3,767.2 
3,948.7 
4,133.0 
4,319.2 
4,506.1 
4,692.4 
4,876.5 
5,056.6 



Total. 
General 

Fund 
Revenue 

$ 26,076.9 
27,922.2 
30,857.7 

. 33,579.8 
36,543.4 
39,770.0 
43, 283.. 4 
47 i 108. 7 

. .51,274.0 , 
55,809.9 
60,74fl:4 
66,128.6 
71,987.1 
78,367.6 
85,317.2. 
92,886.5 
101,131.7 



4.87% 



8.84% 



1. Miscellaneous taxes tend to be nore stable over time, and l\ence grow 

' less rapidly. Accordingly, this ^'ate^ory is estimated at 9.1 percent 
of Geneifal Fund revenue in 1984-85, 7.8 percent in 1985-8^ (Departmcint 
of Finance estimates), then at 8.5 percept in 1986-87 and declining as 
a share of. General Fund revenue by 0,25 percent per'year therj^fter. 

2. California State Department of Finahce estimates. 

3. Annual percentage increases (e.g. , 8.75 percent for Income Tax Revenue) 
employ the 1984-85 fiscal yeiar'as a base. , 



6. Sales tax revenuca iHll increase annually at a current dollar rate of 
9.0 percent and a constant dollar rate of, A. 0 percent. 

•■ ■ , * 

7. Bank and corporation tax revenues will increase annually at a 5.55 . 
^ percent constant dollar rate and a 10.5 percent current dollar rate. 

1 ' ■ : ■ ■•■ - ■ ■ ■ 

8. |The. three major revenue sources (income, sales, and baiik and corporation 

taxes), will constitute 89,0 percent of total General Fund revenues^ 
through 2000. t " \ 



TABLE 11' Constant Dollar Projections (1984' 85 Dollars) of Various 
Ta3i Revenues Plus Total Gehera^l Fund Revenue, 1984-85 
V . - to 20a0'0i; in Hill ions of Dollars ' 



Y«ar 



Income Tax 
Revenue 
(3.75%/Year) 



■ ■ ■ ■ 
Sales Tax 

Revenue 

(4. ox/Year) 



Bank and 
Corporation 
Tax Revenue 
(5.5%/Year) 



Miscel- 
laneous. 
Revenue 



Total 
General 
• Fund 
R€v«ftae 



19a§85^ 


$10,485.0 


$ 9,705.0 


$ 3,525.0 


$ 2,361.9 


$26,«76.9 


197f-;86r 


10,878.2 


10,093.2 


3,718.9 


2,367.6 


27,057.9 


1986-87 


11,286.1 


10,496.9 


3,923.4 


2,388.p 


28,094.4 


1987-88 


11,709.3' 


10,916.8 


4,139.2 


2j406.7 


29,172.0 - 


1988-89 


12,148.4 


11,353.5' 


4,366.9 . 


. ,2,423.4 


30,292.2 


1989-90 


12,604.0 


. il,807.6 


4,607.0'. 


2, 43?. 9 


3-1,456.5 • 


1990-91 


11,076.7 


12,279.9 


4,860.4 


2,450.0 


32^667.0 ■ 


1991-92 


13*567.0 


' 12,771.1 


5,127.7 ' 


2,459.6 


33,925.4 


1992-93 . 


14,075.8 


13,282.0 


5,409.8 


2,466.4 


35,234.0 


1993-94 


14,603.6 


13,813.2f 


'5,707.3 


2,568.5 


36,(592.6 


1994-95 


15,151.3 


14,365.8 


6,021.2 


2,572,5 


38,110.8 


1995-96 - 


15,719,5 ' 


14,940.4 


6,352.4 


2,573.0 


39,585.3 


1996-97 


16,308.9 


15,538.0 


6,701.8 


2,569*9 


41,118.6 


1997-98 


■ 16,920.5 


' 16,159.5 


7,070.4 


2,562.8 


42,713.2 . 


1998-99 


17,555'.0 


16,805.9 


7,459.2 ' 


2,551.4 


44,371.5 " 


1999-OQ 


18,213.4 


,17,478.2 


7,869.5 


2,535.3 


46,096.4 > 


.2000-01 


18,896.4 


18,177.3 


8,302.3, 


2,514.2 


47,890.2 


Annua 1 ' 












PeAent 










• 


Change 


3.75% 


'•4.00% 


5.50% 


0.39% 3.87% 


1. Miscellanemis taxes 


tend to be more over 


time, and 


hence grow 



2. 
3. 



Jess rapidly. V Accordingly, this categjrfry is est:*^ted at 9.1 percent 
of General .Fund revenue in 1984*85 (Department o^^inance estimate), 
and then at 8.75 percent in 1^85-86 and declining at 0.25 percent per 
year thereafter. Actual revenue from this source actually Reclines in 
constant dollars beginning in 1996r97 due, to the increasing share oi tp.e 
General Fuiid occupied by the thref major tax sburceii. 
California^ta^te Department of Finance estimates. 

Annual pe^MMage inereises (e.g., 3.75 percent for Income Tax Revenue)' 
employ thMip^A-SS flscsl, year as A base.' 



It i« obvious*that uny long-range projections such as those contained in 
Tables 10 and 11 (shbyn graphically for currtnt dollars in Figurfc 5) are, 
and can only be, i&dicators of trends based primarily on prior experience. 
Given the vagaries of both economic realities and tax revenues, the actual 
figures could turn out to be far different from those projected. As shown, 
in Tables 10 and 11 and Figure 5, the forecasts fit nicely into smooth 
curves, but i€ is clear from h'ist pry that no sucb regularity will actually 
occur. Throughout this century, and in the previous one, both the United 
States and California have been subjected to numerous shocks, and it seeins 
virtually certain that the^ nej^t 15 years will ,provide their fair share of 
recessions brought on by either natural disasters such as earthquakes or 
major weather changes, national crises, or international disorder. Major 
changes in the fcderil deficit and interest ifates, or statutory chatiges by 
either the federal or State governments could have a major effect on the 
projections Contained in this chapter, and a number of changes to the federal 
tax codes' are currently receiving serious consideration. 

In spite of those considerations , all- projecti<)ns are forced to assume 
stability, however unlikely -stability may actually be, for there is no way 
to oredict the actual events that may cause destabilization* Qiven that, 
the forecasts contained here should not be regarded asf precise predictions 
but instead only one view of the futdre seen through an historical lens. 
The hope is not that' it is substantially accurate, but only that it is ai 
good a guess as any available. Over the coming years, as planning proceeds, 
it will be adjusted as necessary, ' - 
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State General Fund Reveniies from Personal Income, Sales,, 
and Bank and Corporation Taxes, and Total General Fund - 
kevenue. Actual for 1970-71 Through 1982-83 and Projected 
for 1983-84 Through 2000,-2001, in Current Dollars 
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SIZE AND VARIETY OF AMERICAN POSTSEC^NDARY EDUCATIpI^ 



Postsecondary education may" be defined 'as any orfani^ed instruction offered 
to those who have graduate^} frdm high school or who are at least 18 years 
old. It refers to all education beyond secondary school without reference 
to level of offering or student qualifications; it mjay be for credit or no 
credit; it oiay be a ^curriculum leading to a collegiate degree or a short-term 
program for which no certification of , any kind ^s granted. It includes 
"traditional" higher education in colleges and uni,veraitieS as well aSv adult 
education, continuing education, lifelong learning, and community educakiAi 
in non-academic organizations and agencies . Postjjecondary education lis 
distinguished from other learning in, that %t CD is organized or formal, and 
(2) occurs beyond' secondary institutions. 

Under this definition, poatsecondary inistitutiohs are extremely diverse. 
They range from multi-billion dqi).lar research universities where the instruc- 
tional expenditures for thousands, of students are but a fraction of their 
total budget,- to private aviation schools' where instruction is a close 
one-to-onp and constitutes the entire budget. The stiidents' commitment can 
range from continuous instruction for seyep years beypfld a bachelor*? degree 
(for medical doctors) to a day's seminar on management techniques". Obviously, 
the arrangements to finance postsecondary education are juSt as diverse as 
these other characteristics^ 



r ■ 

'G0L;.EGES AND UNIVERSITIES IN THE UNITED STATES . 

Coping with the diversity of postsecondary education requires some initial 
organizing principle. Typically,\thirf principle has been the distinction 
between "higher education" (degi^ee-granting colleges and universities) and 
"all the rest." In 1982, America's colleges and universities numbered 
3,270 — A6 percent of which were "public" (supported directly by taxes) and 
the rest were "independent" or "privates" \(not supported directly Or primarily 
by taxes). Altogether, these instituj^oni enrolled over 12,400,000 students 
in credit courses and spent $70.34 billioh on all their activities, or 2.1 
percent of the Gross National Product. Table 12 on page 32 highlights some - 
of their other general characteristics. As it shows, the majority of insti- 
tutions ar(S independent rn.ttfer than public, the iitdepehaent institutions 
enroll only 22 percent of all MStudents, thus losing the economies of scale 
enjoyed by larger public institutions. In addition, relatively few independent 
institutions are two-year colleges while many of them are doctotial institu- ♦ 
tions, which" represent, respectively, the low and high ends of the cost 
spec |:r urn. This causes their total expenditures divided by their; full-time 
equivalent students to be roughly one-third higher than for tax-supported, 
ifisAtUtions (National Center for Education Statistic* , t984b, p. 84X^ 

In. 1984->85^ enrollment trends among the nstion! s ^coUegesNand universities 
are nixed. Despite this, most experts predict that the tlortal humber; of 



TABLE. %2 Characteristics of American, Col leges, arid Universities, 

, • ' ^ ■ ^ ■• •■' Numbers 

]|(ind of Ills tituti on and Characteristic , in 

.'public -'; •. " \, / • ' ■ .V ; ■ . 

T6tal,„nu«ber of public iastitutions ^ ' . . I»5I0 

• Nmnber of public two-year community colleges or ^ 
ypcational/technical institutes 

Number of public doctoral granting universities* 203 

V total credit enrollment 9,692,280 

Total enroUmcnt change since 1970 "•"^6% 

■ independent" . \3 

Total number «f independent institutions 1,527. 
Number of religiously affiliated institutions 773 

Number of independent two-year colleges or vocational/ > 

technical institutes ? ■ ' 187 

Number of independent doctoral gf anting universities .1^33 

Number of independent institutions with public units, or ^> 
divisions 

Total credit enrj>llment ' . , . " 2,733,720 

Total e'nrolln(ent change since 1970 \ "''23% 

- . . ■ ■ . ■ ■ V, ■ ■ , . 

• Source: National Center for Education Statistics, 1984b, pp. 61-65, lOT. 

"* ■ . t 

students will decline d.uring the rest of the 1980s because of* dijclines in 
the traditional college-age i>Qpulation. From the record enrollment of 12.4 
million in 1982, the NatiotMil Center for Education Statistics projects a . 
decline to 11.8 million in 1992 — a decrease of 5 percent -- before an 
upward trend takes place in the later 1990s. However, full-time. equivalent. 
, enrollment — roost often the basis for state forniula* and fiscal calcula- 
tions — is expected to decline nationwide by 10 percent during the next 
decade because oi the decline in the numbers of younger students who take 
. heavier course loads (National Center for Education Statistics, 1984b, pp. 
61-63). This kind of Vaiacro analysis" based on traditional college-going 
fates of certain groups is not always applicable to individual states like 
California, however, or to the spiecific I kinds of institutions, such as 
universities or two^yesr colleges, within states. 



... f 



POktSECpNDARY EDUCATION. iQUTStipR B^^^^^ AND UNIVERSITIES 



la addition to milliona students regularly ettroUed ii An\ericari colleges 
and universities, many more pf^ftici^^ kinds of postsecondary; 

education: 53,. 1 million in 1978V>cc6rding. td^he estimate (Andrews, 1986, 
p. 112) and 47 millioa^,ccording to iiii(!)tiier esiimate two years later (Peterson, 
1983, pp. 15-6J,^-''1CWe 13 shows the distti1)ut^>ion of th^ 

• « ■ ■ • ^v, ■ , i:/- ■ ■■-•^ ' \.. 

Unlike the trends of enrollments In most college* and uaiversities, enroll- 
ments in non-credit and "adUlt education" are growing tapidly, with estimates 
of the increases, ranging from^S. to 15 percent anniially: In 1983^n inter- 
national survey by the Europeav'Organization for ^ Economic CoopjB ration and 
Development found that "the , volume of training in I American] industry has 
been increfasing at a rate of 20 percent pe^ year [and] commercial training 
firm volume has grown at twice the rate of growth of industry training." 
(Organization for Ejconomic Cooperation ; and Development^ 1983, p. . 44.) 
Furthermore , as th;e/^>aby boom" generation of. 1940s and a95Ps enter 
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TABLE 13 tnstitutiqnal Sources of Educatidn for Studer^ts Noi 
Regiilkrltf Enrolled in a College or Vniversitx/t 1978, 
Listed in the. Order of the Number of Participants 

, • • ' • : Number of 

; . • \ Source " :■ ' 



Agriculture extension ' ' 

Community organizations - 

Private industries 
. Professional Associations " / 

•City recreation programs 

Programs ^n churches and synagogues ^ 
^College and and cdmmunity 

education. ' . • 

Programs conducted by governments 

Public school adult education programs J / . 

Federal panpower program^ 
Programs in the military 

.(graduate and professional education "T^^.''' ' 

^'l?fbgrams offered by trade unions '• ■ V • - S-v'''' ^ ' ■■" 
,; Cpljilra^ni ty education programs offered by educational ' 
r institutions' ' ;^ S'^r ■ . 

•Frei universities' ■ys^^^y.^.- ''"?'?^i^v..,' 




TOTAI;" ^ 

Source: Andrt^^s, 1980, p. 11?. 



Participants 

12,000,000 
7,400,000 , 
5,800,000 
5,500,000 
5 ,t)00,000 

,3,300,000; 

'^3,300,000 
3,000,000 
1,800,000 
1,700^000 
IjSOOiOOO . 
.1,500,000 
600,000, 

500 i 000 ; 
V 200,000 : 

if3,l00i6OO 



' . ■'••1' •, - . : - • • ■••i- , ;>,■. 



.... 



Middle age and the Workforce, thlg deihand for instruction outside the contiq^s 
of traditional curricula should gpbw Veh more (Cross and McCattan, 1984, p. 

In sum, postsecondary education in America is an enormous enterprise, both 
in 'terms of people and purposes. Although there is no definitive survey for 
the^ economic resources used for j^ostsecondary education in the United States, 
^t would be reasonable to estimate that the expenditure* of colleges and . 
universities ($70,3 billion in 1981-82) constitute about two^thirds of the 
total. Therefore, postsecotiidary education represents an annual expenditure, 
-of roughly $100 billion, or approximately. 2.5 percent of the (Srosa National 
Product. V 



IMPORTANT CONCEPTS IN POSTSECONDARY FINANCE. 

* Qiven the magnitude and d^venity of pdataecondary education, it is ftatural 
that the finance, of these ihttlt^tioni is* complicated. Fortunately,' it itf 
not necessary to understand evety detail in order to comprehend how their 
financing "works." What follows" are concepts that explain the system- of 
ppstsecondary finwice, in general, and the vaysi that this system adapts to 

■ "change. ■ A ^ ' • ■ . 



ONE: They GroW, Podtsecondary Institutions^ 
Add Many Diverse Activities. ^ 

. ;. o'' • ■ . ■ y ■ ■ •■ . 

eiearly, grovfth alters an institiftioh in more ways than just its size. 
Chief among these ways are its economic structure and,;how it is organized to 
achieve increasingly diverse purposefll ^ ^ 

* \ ■ * ■ ' ' 

In order to illu8]trate this, it is necessary to define and organize the 
spectrum ot institutions. Several yelrs ago, higher education' professionals 
l?egan to classify college^ and universities according to their attributes. 
Originally, the distinctions were simple: universities, f<|ur'-year colleges', 
and two-year colleges. GraduaUy, the. categories became iprte numerous. and 
c^tured an ever-Wider range of differences am6n| institutions. Table 14 on 
page 34 deicri^bei the most' repent classification. 

- : ; ' - ■ ' • / . ■ - .. . - . 

As institutiorts grow (even if th«r do not "cUmb" the classification ladder), 
they assume' more tesponsibilitiei and add activiti/ss,; In te^^s of their 
organization, they^dlevelop divisions along economic J-ines, something like 
diversified corpoaations in the ptivate sector. Thirty years ago, this 
trend away from instruction as thd exclusive emphasis in higher education 
was reflected by the jPPnttoversial <fc{pansion of institutional missions to 
"education, research, and public service." Now, even that phrase is too 
limited to descrijbe t^e Wide- ranging activities of most major colleges and 
'.universities.* .■■ 

* ■ . • '■ ,' ^ ' • ■ ' . ♦ . ' ' • 

Again, i.t was ^^^^jS/^ to classify these activities and their budget cate- 
gories. Af^er ma||Bnftfte at^tsj a sttandard "Pro|ram Classification Struc- 
ture" has been gea jgll^ accepted throughout the realm of higher educatrlon, 
^as shown in Figur^^ipp 

This dlitsificatiiJd ittempti to capture all possible kinds of expenditures, 
anf to otganize thtfrn i^der one Of eleveu "programs": insttuetion, research, 
public service, academic support, and .the Ijike. Sub'-dlementaP further dis- 
tinguia^ the components of these programs, "generally down to a narrow detail. 
Overall, the Progtata' Classification Structure demonstrates the wide range of 
economic actlW.ties;preient in many ins tl tut loni. ^ • . 



4 * The Latest ClMsaificMtion Si^^tem f&r colleges and 
. Univeraitiea Designed by the National Center for 
Higher Education Management Sgstema 



NMMbtf 

m 



Rttttrch Uoiv*rfliti«fl 

With ffcdical Schools 
Without Htdical SchooU 



Univtrtilititt 
Wi^h H«dlcal ^Schools 
Without Htdical Schools 



Pfflnlt'lon 



CoMprthtntivt 

Inatil^utiont 



Central Baccalaurtatt 

InttitutlOQt 



Two-^Ytar rhttitutiont 
Acadwi c/Coitp rcb«ns i vr 
Occupatioi^al C«phatit 



Health Profeasional 
Institution^ 



Other Professional -Mid > 
Special i ted Inaiituiiona 
(Other health institu* 
tiotts;. 

ediicatidii schools; 
^ engineeriht schools; > 
divinity s«;hools; 
justness and Mni^|)i« 

MUt schools; 
art, Msic, aud design 
schools; ^ 
law ichooia; .SAd 
< U.S. aervlct schpols) 



60 
30 



IS 

ss. 



4U 



Til 



760 
JS9 



54 



5AS 



Off el aignifictfit no. of 
doctoratea; /ecdfive con* 
llderable. funds (gener^ 
ally in the t^p lOQ 
oationaUy)* 

Offer doctoratea, but 
without large* research 
c|iipoaeot* 

Strong, diverse «[^stbac««- 
cal«ui(eatt prpgraa (U* ' 
eluding first*profes- 
siohal), but no signi* 
fic'ant doctoral educa* 
. tion, 

Not significantlt «n- 
I gaged in post^baccilau* 
Hre^te education,' but 
grant degreea in three 
or mo^^ prograaia, or^ 
offer'a degree in Inter* 
disciplinary studies. 

Fewer than 25 percent * 
of degr^e^ awarded at 
baccalaureate level. 
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Health sciences is their 
priMsry objective (ewdi* 
cal, d^tistry, ppto««» 
etry, pharMcy nursing). 
Such degreea excefds 30 
peytnt'Of all awiirded. 

Generally,- theae instl* 
tutiona award it least 



California 
Exawblat 

UC Oavis 
U.C. Berkeley 
, Stanford Universj^y 
InteVnatiooal 
College 

UC Santa Cru« ^ V 
ClareMttt Qraduete ' 

School 

C8U campuses 
Pf^perdlne University 
Golden Gate University 



No Public InstitutioiS 
Pomona College 
Occidental College 
Scripps College 



Host California 
Coewunity C^lleies 
are coeiprehens^ye, 

j^except soM like ' 
Los. Angeles Trade- 

' Technical and 
San Di«go VisAi. 

Deep Sprang* College 

Brooks College 

UC San Francisco 
Northern Califbrni^ 
Chiropractic 

i : \ ■ 

California Haritise 
acfdeenf' 



half of all. their degreelT Gaiifornia lastitute 



in one ot;^ two fields. 



of the ArtI 
Wftsteto Statea 

CoUit* ^ 
, Ingineeriiig 
National Unlvf ratty 
Gra4uate t ' 

Theological Union 



Sourcei:^ Halstead and McCoy, 19B4, pp, 4S7'*4B9, 493^49S; and Milletti^ 1984,; 
pp. i4a*)5» (The XaUrornIa Posiscrondary' Iducatlon Coipiilsalon 
haa no opinion .on the accu^My of the Heleteed and HeCoy fxaMplea.) 



noVRg 6 \Prognim Cl»saificntioA ^trugtute for Exjmnditures 
in Higljier SducMtion Offeret^lty the NatioMl Center 
for Higher Education Han»gemnt Sgstems 

\ 1.0». INSTRUCTION * : " - , / 



2.0 RESEAKCH 



1.1 Canaral Ac«d«dilc Initructlon (D«Juu^«*r«l«t«d) 

1.2 Voc«tlon«i/T«chnlc«l,ln«tructlan (D«|rM-r«l4il«d) 

1.3 Rtqolilet 1»r«p«Tai9ry/»«p«<ll«lJlngtruction 

1.4 C«Mr«l Studiai (nond«|r««) ^ 

1.3 Occup«tlon-r«l«t«d ln»tructlpn (Nond«gr««) 

lv6 ibclal HolM/Int«r«ptlon Inatructlon (N«nd«grii«) 

1.7 >H0M ai^ Family Lifm Ihatruction (Kondagraa) 

l;;0 P«raonal Intai}jk«t. and Llaaiira XMtructlon (Npndagraa) 



"^3.0 



4.0 



5.0 



2.1 Institutts and lUatarch Ctnttra 

2.2 Indlvidu4 or PrpJ^tct Ktiiarch 

PUBLIC 8ERVICI . . * . 

3.1 J)lrtct P^tUnt C«rt 4 
3.2' HMlth Cart Suppprclvt SarvlcM 

3.3 ^Community Strvidi^ft * / 

3.4 >CooptrAtlvt Exttntion StrvlcM 
3*5 Public Broadcaatlng Services 

ACADEMIC SUPPOiyr * ' ■ 

V 4.1 Cibrery Servlcei 

. MTt^ H^iseun and Callariea 

A3 Iducationul Media Servlcea 

4.4 Academic ComupCing* Support 

4h3 Ancillalry Support 

» 4.6 Academic Adtolnlatration * 

4.7 Coursf and CuriBiculum Development 

4.8 Academic Peraohnel Development 
STUDENT SERVICE * : 



, Student IService Adminiatjfatlpn 
Social alid 



. 5.1 ^ 

^5.2 Social '^^d Cultural Development 

5.3 Counseling and Carter Guidance 

5.4 Financial Aid Adminiitration f 

5.5 Student Auxiliary Services 
. 5.6 Intiircollegiate, Athletics. 

5.7 Student Health/Medical ietvices 

6.0 INSTITUTIONAL ADMINISTRATION « * 

6*1 Executive Management 

6.2. Financialf Management and Opetatione 

6.3 General Adainietretion and Logistical Service 

6.4 AdKiiniatrative ComputinjI; Support 

6.5 Faculty and S^ff Ailklliary .Serviced 

6.6 Public Relatjlona/Development 

6.7 Student Recruitment and Admiaaloni^ 
6«8 Student Recotits 

7.0 PHtSICAL^PLANT OPERATION ' a 

7.1 Physical Plant^Admlnisiretipn 
7,y2' Building Hainteftance 
7.3 Cuatod^el Servidet • 
;7i4 Utilities i» I \ 

» 7.5 LirtdMivipo and Cmund Mnintenrtnco 
7.6. Mejote Repairs and Renovation 



8.0 ' StUDENT FINANCIAL SUPPORT 



1 



it 



)»>Hl i'-V 



iS.l. Scholarahipa 
8.2 fallowahlps 

lEPENDENt OPEIUtlONS 

♦ 9;1 



I 



;1 Indapartdant Oparaeloha/Inatlttitlohal * „ 

,2 lnil«>p«>i|J«<iir 0|u»nir loiiH/Rxtcrmil A»'.onrlc«^ * , ' 

NhI (i«iij(l*'(:.'iiM-r* lor lllKlHT K(lM<;n( Inn HiiiKiK(>mt>nt Syitroiiiw, l»7tti 



V 



WhaC are the practical effects of thli diversification, wit^i,^ in many in- 
. stances, only thin connections among parts? One effect is to fragment the 
campus — at least * from a flsca]^ standpoint <*- into several Independent 
operations. ' Table 15 shows some examples of the functionally different 
components in higher education; 

Another effect is thajt most colleges and universities are not in the "business" 
of educating students exclusively, and some not even, primarily. Rather they 
are in several businesses at once (although most relate to the transmission ^ 
of information) and their activitiea result — to use a phrase in econom- 
ics in numerous "joint pi^oducts" whec'e results ai^ costs are. mixed. 
Given the nature of these complicated organizations, H|i8 not surprising 
that^many of them appear to suffer from a kind of institutional Scl^izophrenia. 



TABLE 15 The Organiza 



tiolal 



Components of Higher Education 



Component 
Education 



Major Purpose 
Instruction 



Kiind of Employees 

Instructors 
Technicians 
Researchers 



Related Groups 

Other faculty; 
those in similar 
disciplines 



Sales Generate comoiercial 

(sports revenues or 

events-, booki at least cover 
stores; doVmi- expenses, 
tories; food 

service^) / 



.Contracted 
Services 



Providlhg^specific 
[ services for a 
fee. 



Sales ^staff 
Buainess-oriented 
professions ls».. 
Pkromotional staff 



V. 

Faculty,' 



Occupations i^nd 
pursuits similar 
in the private 



sector 



Corporations 
Foundations 



•S. Res'i^arch and V w*w..- , 

\ development sta iff Gove rnitaent agencies 



Fiduciary 



Solicit, and preserve 
property and » 
assets. *' 



R«al estate fales- 

persons 
Investors 
. Bankers 
Stocks and bond 
brokers , 

■ ' • . • . • ' ■ . ' *■ . 

Source: California Postsecon(^ary Education staff aniilysis. 



Certified public 

accouAtaiits 
Public relnions 

staff 
Property manager^ 



TWO: Postsecondary Institutions Have . • < 

Many Clienteles with Different Interests . 

The complicated structure of colleges and universities is also reflected irt 
the fact that many clienteles provide inc6m'e for them, presumably in return 
for goods and services which they receive. Since these clienteles often 
have diTfferent expectations for the expenditures of these institutions,, they 
introduce another source of tension. ' , 

The popular conception is that students are tlTe primary clientele of these 
institutions. In term6 of income, however, students directly provide a 
relatively small portion of ii^titutional income, especially in public 
institutions compared to private ones and in two-year compared to four->year 
colleges. Table 16 on page 38 displays some historical shifts in sources of 
support for colleges and universities. ^ 

Table 16 highlights several trends that have affected higher education 
finance:' * . * 

• First, the. decline in the pifoportion of income represented by tuition and 
fees between 1939-40 and 1959-60 reflects, among other things, the migra- 
tion of enrollments into the public lector — from 25 percent of the 

, total enrpllments during the 19?08 to their present proportion of around 
78 percent. Despite the decline in its proportion before 1960, tuition 
has remained remarkably stable as a proportion since then, and has even 
grown slightly as a proportion of the revenue, of public institutions 
during the last ten years; V. 

• Second, enirollment increases in the public sector areNlijcso reflected in 
the considerable grovth of State appropriations as a source of revenue 
.and in the declining role of endowment income,' concentria ted heavily in 
prjivate colleger, as a proportion of total income. F6r example, although 

" the endowment of public institutions rose from $2.2 to $A. 2 billion 
dnring the 1970s, while that of private institutions grew frort $11.6 to. 
$19.3 billion, their yalue declined markedly when adjusted for inflation. 

• Third, the emergence of .grants (a portion 6f "private gifts and grants") 
as a source of revenue and the sale of educational services indicates the 
increasing pursuit of research, consulting, and tfJntract education^ 

■ - ■ • V - •, ; , I ■ . . - 

• Finally, the decline of the proportion represented by Auxi1^!>iury serviced 
(such as dormitories and cafeterias) indicates that, as a, wMble, these ' 
institutions *re serving larger numbers of commuters rather thih students 
who live on or near campus. , ■ , 

How can these distinct clienteles be categorized in terms of their different 
influences OA institutions of higher education? Cpndeptualbr, there ^a re 
tliree quite distinct "sourcen" of revenue: donors, users ofliervices, and ' 
taxpayers. ,. , f' , ^ ■ •• . . ' , V . 



TABLE 16 A eo-^Year Retrospective on the Sources of Revenues for 
All, institutions of Higher ^Education, in, Thousands qf : 
Dollars 



Currftit Tund lacome 

Student Tuitloo 
' and Feet 


$.199^9^2- 

42,255 
21.1% ' 


1939-40 

$7115, 2ii; 

200,897 
28.1% 


1959-60 ^ 
$5,785,537 

1,157,482 
20.0%'' 


1 '■' 

Federal Government 


12,783 
,6.4% 


38.860 
5.4% 


1,03^,990 
17.-9% 


2 . 

State Government 


61,690 
30.9% 


151,222 
21.1% 


1,374,476 
23.8% 
» 


Local Governments ' 


N/A 


24,392 
3.4% 


151,715 
2.6% 


Endoiiinent Earnings 

T 


26,48/ 
13.2% 


71,304 
10.0% 


206,619 
3.6% 


Private Gifts 

\ > ■ ■ ■ f 

Sales and Servlcei 
of Educational ' . 
Departments \ 


'7,584 
3.81 


40,543 
5.8% 


/. 38?, 569 
^ 6.6% 

• 




N/A 


45,423 
0.8% 


Auxiliary Enter^riletf 

V 

* \ 


26,993' 
13.5% 


143,923 
20il% 


1,004,283 
17.4% 


All Other ^ y 


22,135 
1UI% 


187,993 
• 26.3% 


425,J980 
7.4% . 



1^79-80 
$58,519,982 

11,930,340 
/ 20;/j% 

7,771,727 
13.3% 

18,378,299 
.31.4% 

1,587,552 
2.7% 

1,176,6271 
2.0%: 

j 

2,808,075i 
4.7%i 

1,239,439' 
2.0% 



6,481,458 
11.1% 

7,146,465 
12.i% 



1. Federal fundt were provided fpr yeterans' tuition and fees, research and 
extension at agricultural experiment 8tati9n8 administered by land-grant 
institutions, sponsored research, and all other direct aid to the insti- 
tutions. ' , 

2. 6e fore 1939, includes .reveni^s from Ipcajl governments. Through 1959-60, 
includes federal aid received through stfte and regional compacts. 

3. After 1969*70, private grants also repre»ent nongovernmental revenue for 
sponsored research and other sponsored programs . This source of revenue 
has increased considerably over the past 20 years. » « 

Note: Data before 1959-60 a/e for the 48 states and the Diitrict of Columbia. 
Bejiinhing in 1959-60, data are for the 50 state* «h<i the District of Columbia. 

Source i National Center for Education SUtis^ics, various fiscal ye'ara. , , 

. . " ■/.... ^ . • . • 



Doners 

This group Gonsists of, individuals, usu^ly aliitaini, and philanthropic organi- 
zatiotos which contribute to further the general purposes of the institutions. *" 
Their contribution exceeded $5 billion in 1982-83, up by .6.2 percent even; 
during the recession. Sonetines. these gifti are restricted to capital 
outlay ($1.8 billion in 1982-83) or to scholarship*, but .of ten they come 
with few strings attached aiid ^an be u^.ed for priorities estiabllshed by ' 
trustees and administrators. ( The Chronicle of Higher Education . May 9,* 1984, 
p. 15). Therefore, this source' of^ revenue helps add to what Mart^ Krf mer 
calls "the. venture capital of higher education," or tffose j|^|fetce8. which 
permit new directions or experiment* (1980^ p. 72). He esti^Hs that. such 
resources constituted around^ 12 percent of the Education andS|U[al expendi- 
tures of higher education in the late 1970s, but that* the i^^rtion Was 
shrinking annually. I 

Users of Institutional Services . ; 

■ • • ■ ■ . _ . ' >. 

Approximately 30 percent of total ,;revenues for colleges and universities in 
California are secured directly from individuals ^nd corporations who usf 
institutional s,ervi,ces. These funds support activities that, at least \. 
indirectly, are designed to serve customers and respond to their needs.. 
Students want effective Instruction; sports fans, like winning teams; corpora-, 
tions insist «that the terms of research ^contracts be fulfilled; businesses 
which hire faculty for "contract education" want results. Xa varying degrees, 
i'hstitutions are directly accountable to these customers. 

Taxpayers ^ , ' 

^ome resources ar^ provided by all of us^ as taxpayers. Including state and 
local appropriations as well as federal student ^S4nancial aid,^ this is the 
single largest source for colleges and universittes> The vast majority of 
these funds, of course, are provided to public institutions. 

!(ove|<rer, because people as "taxpayers" .do . not deal directly with thesdl 
it^s ti tut ions , the relations of postsecobdary institutions with these prottidferl 
arf much more complex than with the other two. The re latins ar6« further 
coi^licated because most j)ublic accountability occurs througli^Jijitermc^diaries* 
such as elected officials and government control agifencies, which have Interests 
•f their oin. , ;, " > ■ 

Even so basic a notion as the ^kind of relationship a state government should 
adopt ' tov^ard the institutions is Controversial. Recently, John MUlett,, 
Chancellor Emeritu* of the Ohio Board of Regents, 'svunoArized the different 
approaches wtiich states have assumed in their relatloiis with higher education 
(1984, p, 197): ' . \ * 

One approach was to consider the public university as a government 
> . corporation, th*t is , as a botiy politic ahd corporate / and 
' appropriate an operating subsidy to the individual institution or 
to a system of inftitutions. A tecond approach was to consider 



4. 
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t^e public' untvirjrtity Ai siaply tnothe 

of state g6ve»r0jn<l;at «nd to appropriate support for it in the same 
way^or in tlie \a«(^ format as for other government agencies. The 
third approach, which fell somewhere* between the 6ther two, .was a 
modified stance' appropriation practice that partially recognized 
the peculiar ^^i^ancial cha^cU 

Clearly, a state/ gov^rnmant/wbi^ approaches .its institu|:ions as "state 
owned" will structure its ^nance "system differently than one which considers 
them independent/ contract^ors readjr^to negotiate over services. Rega'rdless 
of how it is Vesolved, ' the 'jissue y^out how the public should influence 
institutions through its elected officials is one of the most critical -in 
higher educatio^ finance. \ .1, 

. : ■j/y-. : ■ \ - ' ■ ■' ■ - 

THREE:. The fchsnglng Priorities of GovWnments / j 
Profoundly Influence the Finance of Higher Education. 

the Role of the State'b in Financing Higher \Education 

. ■ ■ ■• r ■ ' ■• . . . • A 

The states have primary responsibility for \education under the U.S. Constitu- 
tion, and they collectively pirovide 40 percent of the Education and General 
Revenues (a' narrower measure than current fund income) for all colleges and. 
uniVersitifl!s , and almost 60 percient of the revenues Ib^ public institutions . 



t 



n general 



colleges than for other institutions where ,1 nationwide during the 1970s, 



|- "funding 
(National 
especially 



states provide a larger proportion of the ^budgets for two~year 



hifted appreciably from local tal State| governmental sources" 
Center f 01^ Education Statistics, |1984b^^ p.' 64). Some states, 

^ those; itt the vCLortheast relgion, have latge numbers of private 

institutions Vndiprovide ta^ than. On average, private 

institution* ^rpund ^he nation receive 5 percisnt of their revenues from the 
" stat^ throuth. direct *ppr6pri,atibns, althpugli they receive none in California. 
Thu2»'the fiscal conditioa pi^ St^.te treasuries and the political priorities 
' of ieiiisUtors and governors have a influence on higher education* 

A8<, vfith most seii^ices , the states haW organized their Institutions a^ 
. finance systWkjjutte,diiferen^ Some fund a ingle systems which ct^isist 

• * ' of mo^t public' poatisetbriicla^^^ some appropriate „ funds, threti^ 

, -.{^ line items to specific ,coilege#}. iQd^some ute separate formulas for .different 
' , ) i; ' kinds of in^BtitUtibni. /I 

to .higheir iidu64ti6^, both in ter*a "of support for public institutions and ; 
#id, for priy^ati one* to promote diversity/ compel And student choice, 

but Within tti^s iu^^ enterprise has usually been the 

prime value since World Var l.J. State olficials were attracted to ex^amion 
»i a means to promote social mobility •(^^ more career ^6ducation, while the- 
, . Inatituti^on* Welcomed growth 1j|ji>| e^ and generate .more , 

:doUara for theix\actiVitiM.,..,v''-' ■ ^ .. ' r * ' ' 

$tibiUziiij|, ^nrollmeAti ,att4 a d^U;^ne in, state revenues during the recteht 
reteiiioti^Hif^^h^^ in higher education finance, - 

ERJC : 
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A« institutions bec«ine.Vu|nerilble to appropriations cuj:s and large increases 
in tuition; A survey by the Education Cogpnission of the States documented 
that substantial cuts were inflicted on higher education in many states (in- 
cluding California). The Education Coruniss ion, however, concluded (1983, p. 

31):., ' . • ; 

■* » ■ 

••-**•..,* * " ■ . # ■" - 

First, no single action viewed in~ isolation .^ould cause concern 
about the vitality of higher education. It is only when the total 
of actions is reviewed that the possible impacts on teaching, 
learning, rese>arcb, and community service begin to tome into 
focus. Second, actions taken^ in a single year would not be cause 
for alarm, bu^ repeated curtailment over time must be viewed as 
detrimental to hj.gher e(iucat^ion. 

Howard Bowen, among the most prominent \Scholars on thd'^economics of^ higher 
educatjLon, has concluded that the unprecedented increase in real resources 
for higher education during the era of fiscal expansion of the 1950s and 
'60s had 'ended around 1975. He. believes that' higher education has entered a 
period where institutions can no longer expect states to increase their 
budgets in real terras (1980, pp. 67-76). ~ 

Although the evidence about .decline- is ambiguous. Table 17 indicates that 
public institutions, had fewer funds when divided by full-time-equivalent ' , 



TABLE 17 Current Funds Expenditures of Public and Independent 
^ Institutions, Acqording to Current Dollars, Constant 
Dollars, and Dollars Divided by Full'Time Equivalent 
Students, 1970'71 to 1981''82 (Cyirrent and Constant 
^ Dollars in thousands) jp» 

Kind of Institution . ^ 

ahd Expenditure 1970-71 1977-78 1979-feO , 1981-82 



PUBLIC ■ .. ^ 

Current Dollars' ^^$14,996 . $30,725 $37,768 ' ' $46,219 

Constant^ (1981-82) Dollars ; 33,-^6S. ,44,325 46^025 46,219 

Current Fund Expenditures —» ♦ i . 

Divided by FTE Students 6,837. 6,930 7,200^ . 6,816 

INDEPENDENT . . • x , * . . 

Current Dollars " / $ 8,379 , •>$15,2*6 • $19, 14^ $24,120 

ConsUnt (l981-'82) dollars 18,921 . 21,994 , . 0,331 24,120 

Current Fu|id Expenditures / . j 

Divided by FTE- iStudents * W),602 , 10,894 ' U,138^ 10,801 

1.^ The decade's high for. public institutions. > 
l\ The decade's high for independent institutions. ' 

Source: National Cei^||pr fot Education. Statistics, 1984b, p. 84.' 
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ftudenti in 1981-S2 than thty did in 1970'>7l. alio fbdwa that, in terms . 
of expfnditurcB divided by full-ti»e-equival,ent atudenti, both public and 
' independent institutions reached a high in 1979-90 , from which they have 
. declined by 5|Wercent ahd 3.0 percent respectively through 1981-82. 

In looking ahead, however, ther* are grounds for believing thai the worst of 
thie financing crisis is over. For example, it' appears that the erosion in 
public funds for higher education ended this year, when M. M. Chambers 
, reported data indicating A two-year increase of 16 perce^ and an 8 percent 
' "real" gain in state appropriatio'Ss. Despite the- narrow focus of these 
^ . data, they fee certainly one important indicator of financing trends. 

' . ' * ■ ■ ■ ' ' 

Another indicator is the renewed and widespread public commitment to inve^t-^ 
. ment *»! <diiysilim\ Partly because of itS/negative effect on funding for 
public schools, the "taxpayer's revolt," at least in its devastating form, 
seems to be past. In thie November 1984 elections from Michigan to Hawaii — 
and including California, where Howard^^arvi8 first inspired the "revolt"— 
voters defeated a variety of tax 'liroitAti.on measures . Further, higher 
educatitm-l»a^ consistently ranked among \he more respected institut'ions in. 
public opinion, and that standing undoubtedly influences political decisions. 
One recent poll indicated that people placed federal ^spending on higher 
education as third in priority, behind only medical research and medical 
care for the aged. Of those polled, 63.3 percent felt that aid to higher 
education should be increased (Group Attiti}des Corporation,. 1984) . These 
factors may influence states to fund higher education more liberally, but 
, the trend toward special incentives .and directed appropriations, rather than 
general increases, will likely become stronger as well* . 



The Role of the Federal Government in Financing Postsecondary Education 

The federal government has been generous to colleges and universities. In^ 
fiscal .1981, over $12 billion (or about one-sixth of their total support) 

' flowed Lo postsecondary institutions from federal sources -- about half for 
studenlT assistance and tealf for research" and institutional support, primarily 

< from the Oepattment: of Defense. ^ 

However, the federal government has enjoyed the luxury of periodic interven- 
tion to promote what Washington officials perceive as. ^'the national interest," 
rather than shouldering any continuing responsibility for the basic opetations 
of postsecondary institution*. That is, the fed^tttl government has played 
the role of a "rich uncle" in relation tp adademic institutions, beis towing : 
much largesse in specific areas. This h^s often, b^en unfortunate, . not 
because federal policies have been w^fong;' but because they have usually been 
short-lived and . inconsistent. Ofte^n; th« states, with a mbre limited t|x. 
• base, have been left' to carity oh i^itiiUativ^ Abandoned by the nltiohu. 
'government. - ''i-^^ ri-''- ' - -■"^ • w r 
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illustrate this tfndenby. and ihb^ h«Ve Aanged for the 

titutuions ^ f ouif 'phases p# federal activity islnce World War ,11 can be 



To 

institutuions 
identified: 



Benefits for World ^VKtrirjtt and Ko^^ean V»r Veterans 
policy was/^o proVi(lei^imdsC?or th^ ed[uclt^4n of vejfc 



1946-1957 ; Federal 
rans and to prombte 



their IntegrAtion into th« Anerican ecoiiony. Veapons reseatjch in unil^ersities 
.continued as during, th? war, although on a smaller scale. " : | 

The Reiiction to Sputntlt , 1958-1966 : Federal policy changed to a balance ^ 
between institutional aid, primarily in the form of research contracts and 
construction grants, and scholarships to encourage enrollments, especially 
fn graduate school and the health sciences.. - 



Access and Civil Rights . 1967-1980 ; Federal policy under President Johnson 
sought to achieve equal educational opportunity through aggressive enforcement 
ojf civil rights and later affirmative action to promote the education of the 
dlisadvantaged, especially members of racial and ethnic minorities and the 
disabled. In 1972, aa Figure 7 on page 44 shows, Congress itself embarked 
on a new direction: massive amounts of financial aid to neecly students, and 
much less emphasis on- institutional support. In 1978, these grajnts for 
financial aid were extended to the middle c|ass, Wa^^low-interest-lbans were 
extended to everyone. The , shift from institutional to student aid was 
especially evident in the funding of public institutions, which obtained 
onl/ 13 percent of their revenue's from the federal government in 1981-82, 
compared with 20 percent in 1970-71 (National Center for Education Statistics, 
1984b). 



The New federalism, 1981-1984 : Federal policy under President Reagan has ' 
been to pr^tvide aid-'only to the neediest students and to restric.t the. federal 
role in higher edutation to research, and information gathering (although 
this is ifftill a considerable presence, since the federal government funds an 
estimated 69 percent of all' basic research in the United States, two-thirds 
of. which is comhicted on campus). There is also less emphasis on direct 
intervention to provic^^ opportunities for members of minority groups and for 
the disabled. V > - > 

. ■ ■ ■ ' . ■ * ' 

MM 

These shifts in policy have profoundly influenced colleges and uni-versities. 
The large amount of federal funds means that^mdst states have designed their 
finance systems baaed in part on thpae federal funds and national goals. 
Two prime examples are .(1) the end of the federal government's "capitation 
grants" to medical schools for additional enrollments in the health sciences, 
vrtiich left the states/ with the unenviable option of replacing federal funds . 
in these expensive programs or cutting back the number of health science/ 
students, and (2) the provision of enormpus amounts of ifederal student ai,^, 
which caused state officials to'wcfrry less during the. 1970s about increasing 
tuition than they would have otherwise. Thus despit* the preponderan<^e of 
state funds and student tuition in financing postsecohdary institutions, , the 
federal dollars, shifted among various priorities^ have changed thp/shape of 
higher educa,tion considerably. . 



FIGURE 7 A Quarter Century &f .Studeiit Aid, _ 1959-1983 
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Soutce; The Chronicle of Higher Education , August, 31, 1983. 
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, ; , COLLEGE AND UN WRijf ijeijjpte . ' ^m. '' 

If .diversity it' tlift; h«il«ifcf.k ' ftHpiijiiij^&^O^Si^ Aaferlca , t^e tern ' 

."fbundance" also describes it8:p4fc^i)iai^^iig;4h^^^^ sW 50a 

colleges and universities of £etf .iji^«<:e4^,^^^ 
spent more than $10.5 billion. ediwJttfct!%^-!tl^^^^ 
Califoritia's colleges and univ9r8j:t1*Si *24:?; :h 

districts offered adult education j)roil?«mi; Atfij^;:^ vv 
and expenditures of $182.3 million* VSefii<tfji^e ^ro^^^ B 
form , of postsecphdary education th^^O R^^^ / • 

which had total Expenditures of apoth^r ;^7ft;4^tt'il^^^^^ 
some 1,400 non-degree granting, private! ^choolji^J^^^^^^ 

'primarily in business, cosmetology, healthr ^4ttd^-<(ipint^f ^^^^^^^ ^- ' 

recent study of th^se schools estimated that. "the... 'V^*luei^ 

$786.2 mi/l^ion and thAir revenues were $610 miUioh in 1581',^^^^^^ ^ * ' 

2). Table 18, on the next page presents a statistical" oyferview^.ftf . tB^ 
of all these segments of Californi^ postsecondary eilucation.„;'5'-" -T"^ " . J.' " °' ' v- 

■ Although no comparable measures exist for instructipn by hbn-educational .. 
institutions, such as businesses and labor unions, several studies haye ,. 
documented extensive amounts of inse^-vice training there. (California 
Postsecondary Education Commission, 1978b; Kost, 1980). 



SOURCES OF COLLEGE AND UNIVERSITY SUPPORT > 



Revenues for 'public and indepepdfnt imstitutions come fr6m the federall 
government, the State^ of California, co^isumers (including students), and 
'benefactoj;s. . . . ■ 

•The Federal Government - 1 

As noted in the j)reviou8 (^pter, during the past 20 years, Washington has 
promoted! among i^s policies access for the disadvantaged, support for research 
that is in "the national interest," and instUutibcval aid that promotes 
certain professions or vocational training. The amountjs" of [this aid and the 
abrupt changes' in policy have affected most colleges \nd i/niversities in 
Calif orjftia. 

In terms of it,^ fiscal commitment to impleibent thes6 pdlicies now,* the 
federal government's chief contribution: comes, through student financial aid 
which, including subsidies ,f or guaranteed student loans, approached $900 
million in 1983-84 (Office of the Legiiilative Analyst. 1984, p. 1949). It 
•is only within the last several years, howeyej^ , thai thia priority has 
becopie such a part of institutional expectations in California. The 1972 
^endmenta to the Higher Education Act started « dramatic redirection of 

■V . ■ '■■::.r- r: 
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fABiE:ili Enrollments and Expenditures for Educational Institutions 
Offering Postsecondary Education in California, 19$2^83 
, (The Mo$t Recent Year Available for All Instittxtions) 



Stctor and StoiNint 



/COLLEGES AND UNIVUiSITIES 
Public laititutlonf 
Univcrilty of Califoroia 

CaljLfonil^ Stttc Uaivcrilty 



Nuiib«r of 

InttUutlbni 



9 cunfixinM 
19 cupuici 



Califoraia CMMwity ColUgcs 106 coi;«f«9 



Other laatitutidai and Stat«' 
Agenclti of Poitiacoadary, ^ 
Education , 

lodeptadent Inatutatittfia 

Accredited DegrM^Grai^tinl 

Approved De|ree«:Oraatifig 
Authdriied Degree^Craatiag 

OTHER POSTSECOIfDARY .INSTITUTIOMS 

Public tgatitutiona 

K-IZ Adult School! ^ 

,f Regional Occupational Ceaters 

ProyHetAl^y Cprof it'^makini) 

Voicational Schoola 



See Notea 

b/il'oW 



178 



66 

m 



241 diatricte 
30^ count iea 



1,347 surveyed 
in t$«2 



Erironwtnt 



139,139 stuilnnta ^ 
129,643 HE 

31S»S14 students 
24l,W)T FTE i 

I » 363, 4>2 'students 

6S0,696^''ere4it ADA 
56,037 non^credit ADA 

c. 2,000 students 



202,887 students 



1,536,318 enrollaentsn 
156,572 ADA \ 
c. 80,000 studedts 
47,196 ADA 



467,588 students. 



' Total 
E)(ponditures 
(In Thousands 

of DollTsj) 



94,349,229 
1,486,795 
$1,712,999 

136,807 



c. 2,300,000 



SUtt ' 

Appropri«t1on$ 
(In Thoui«nd« 
of DolUrt) 



185,348 
* 80,745 



291,900 



$1, 125^425 
* 

907,338 
1,450,138 

92,182 



50,7^9 
(Sae Notas below) 



174,498 
81,603 



1,499 
(Saa' Notai balow) 



Xotea:^ "Stata Approprlatlotta" rafara In all <»••» to "Stita Ganaral Fuiiida," ficapt^han appUad to tha CaUforhla 
CM»utity Collagaa, thalC-12 Adult Schoola, and tha^agional OccupatloMjL Pto|ra«»i Thara, "Stat* ApptoprUtiona 
alao includaa Iproparty tax i^avMuaa. - .jv " . > 

-Othar Inatltutloaa and Stata Aganciaa of Poftaacondacy ldu«:*!tioiil.ftcllid«a tha California Poataacottdafy Education 4 
CoaMitaion, tha California Studant Aid Cowalaaloa, lUating^ ..Collagf of thr Uw, «<! th« C*llfornla Marltlaa ) 
Aca^aay. \i ., ' ^' '^^ " ' ' ■ , 

Stata apptopflationa to Indapandant Inatitutlina rfftrjaiiatita tb* fHOda to thair atudanta fro* Cal Orant progr«fa 
A an4 B, froai tha Caltfomla Studaot. Aid Co*ii88loB>, , ' v ■ / 

Stata apprbptiatlya to proprlatary •choola l;#i>irfiiittti^ tiii .£un4^ thtou|h tN Cal Grant C^ ^ 

prograa, £ro« tha lallfonila Studant Aid CoiBiiailb^; : \^ 

All Infonaatlon la far (UtBl y«ar I9la*l3; /^W«t f^t Faii 198^ ^nroU»«nt and tha infotaiat^on txom fc^H*- ^ 
prlatary ichooU Wch,4a for calaSdir 19|^^ .\ . ' 

Sou rcaf } California Stata Dap^rtaanf 
acMuFaxpandlturaa for tli« flmeal y« 
a«lary Kdttca^lo*, I984,>i .1^ aitd Wtlfa. ;(.9|4^ 



i;«an^ 'ttf notjiaUr O<^y»^ory B<tdMt, |984^83 (thla budfat ^^^9l'>9* th» 

ai yf»*|:ttl4-83«f'5 daUfori»iplpi^ntroITtr,T9^ for Pti*pta Poatatc- 



.54 



r., \ 

Si •• • 



«federil: effort! by *i;il«ctng high priorit-y <^ft dftect assistancV to students 
^through fitoancial.^id rather than ^stltutional^g 

' ■ ,"' .-•»..■ • ^ 
Deapite this, redirection, the federal government s^ll paid $925.4 million 
directly to California's colleges and universities in lj9B2'd2» as Shown' in 
•Table 1^.. Howeve?f, in terms of a federal presence in, California, the Static 'i 
average of 10.82 percent of the toltol federal ohliga'tions paid directly/ to 
^ institjitions between 1975 and 1982 fl^ughly accords with California's propor 
' tion of Amerii^a's totJ|l population and th^ national economy. -j This propor»- 
' tion does not appear to show any special^^^pgnition of, the State's high 
quality universities and colleges or recognize^ the larger proportion of 
stvfdenta attending postsecondary institutions in this, state than most others. 



*■ 

i 



TABlE 19 FedBraJt Funds Paid Direct It/ to AJfft California and 
American Universities and College^, Federal Fiscal 
' Yeats, 1975 to . '1982,- in Thousands of bollard 
• ■ , , . ^> ■ . . . J 

* California's 
^ ' , Percent of-. 

Year . ' • California United Stattes . U.S. Total 



1975 \ $529,184 $4,547,191'-^ ..11.64^ 

1976 , 612,517 5,402,7^ . '11.34 



1976 612,517 5,402^7^ 

1977 718,743 < 0,489,735 



11.08 



/r' 1978 802,8m . 7,471,8/f3 10. 7A 

, 1979 725,481 „ 7,6«3,908 9..54 

1980 ' 893,448 8,298,118 • 10.77 ' 

mi, , 857,222 • 7,704^29 10.87 

.1982" '925,408 8^70^^380 10-63 ' 

; N«tte: This table ^presents data' collected through^ the IJatiohal 
. Science Fpundattom'l "Survey, of Pejleral Support to Universities, 
/ Colleges, artti , Selected Nonprofit • Institutions The fiscal year 
.1982 data were submitted by 15 federal agencies in the form of- an 
> '^estimated ^5 percent .of total qbligatiops to universities" and 
colleges and virtually "all funding' for science and'^^ngiheering 
' " research i^nd ^^jvelopment . The agencies are as 'follows: Agency 
, for Internltidnal Deveiopmept Commerce,' Depairtment of Defense, 
.* Oepartsteht ^of Transportation j Education, Environmental Prpte'ction 
. « ••..Agency, Department, qf . Energy, Dipartapnt of Health and Human* 
/IServices, Dcparttef^ht of Housing and^Urban Development, Department 
. of the /interior. Department of Labor, National, Aeronautics 'and 
; Spice' Administ'cation, Nuclear ilegulatory Commission, National 
/.j^ . Science FAui^datj^on^ .^nd department of Agriculture. The funding 
' from the Depar^eiitVof ;Energy V^oes not include the University of 

Calif<>rnla*» nuci'iear laboratoriea.. 

• ' ■ ^ • . . . 

Source: NatlonAl Science Foundation, 1984b, p. 46. * 



Oi^t oftl^e $925, 40k, 000 that thi«k^fedex)iif tovernnent paid to California 
colleges and univertitiea in 1982, $648,089iOOQ (or 70' percent) weat to 
acience and enginee;ting as follows (National Science Foundation,. 198Ab, p, 

98): V /-^ r. ■■ 



Research and development 
Research and developnent plant expenditures 
Facilities for instruction , 
I'ellowshipaytraineeships/ training grants 
General support. for science and engineering 
Other support for Science and ■ engineering ' 



$627,600 
2,31>« 
534 
32,490 
6,619 
14,529 




Apart from this institutional sid, the largest . expenditure of federal' funds 
to California colleges and universities is the $1.3 billion conniitted :by the 
U.S. Department of Energy to the University of California "nuclear laboratories 
in 1983-84. Although the University receives i gratuity for this^ xesponsi- 
'^ility, the facilities, eq,uipmeigit , and personnel^ costs of these laboratories 
are outside its jEducatlon and General Expenditures. 

Table 20 lists the top ten American universities receiving military research 
contracts and shows that three California institutions are within the top 
ten in terns of these projects — the University of California; $tanford, 
and the University of Southern California. The trend toward both the sciences 

. research, and the military for federal expenditur<js is likely to continue 

throughout the 19^Gs. 



TABLE 20 The. Nation' s Top Ten Universities in Terms of 



Pentagon Contracts 

Rank in Top &00 
^ of All Recipients • 
I of Military Contracts 



Rank and In&titution 

1. Massachusetts ]tnsti-. 
tute of Technology 

2. Jolm Hopkins University 
I, 3. Illinois Institute of 

Technology 

4. university of. Californi*' 

5. „ Stanford University * 

6. Georgia Institute'of 
Technology " L 

7. University o,t Texls 

8. ' The Pennsylvania St^te 

University 

9. University of Rochester 
10. University of Southern 

California 



15th 
17th 

51st 
54th 
67th. 

.70th 
72nd 

77 th 
78th 

81st 



fiscal. Year 1^83; 
Contracts in 
Millions of Dollars 



$248 
227 

42 
40 
26 

25 
.23 

20 
20 

-19 



'$ourfe: The Center for Defense Information, 1984, p. 7. 
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In.iididitio 
'education 



*J|t<) these fundi, thfe f«derAl govfernaent supports post8tfcond,airy ' 
tprpugh vocational education grants and through "ta* expenditures," 
but these are note appropriately considered in the following chapter on 
"other postsecondary instiitutions." 

The State Of California ' . • ^ " 

The State has primary responsibility for its tax-supported colleges* and 
universities but also provides financial aid ot some $60 million annttally to 
students in independent institutions. Currently it suppagPb virtually all 
the expenses 9f the regular iastruction ahd administratioiPof the Univeraity 
of California, the California State University, and the California C&nwunit^i; 
Colleges— a total State commitment, including property tax revenues, of 
$3.5- billion i(> 1982.-83 (Table 18). This support, however, fs dhly fot 
regularly* enrolled students pursuing degrees in the University and the State 
Upiveraity, since the State does not fund "adult" or "continuing''' education 
or summer sessions in tliese institutions. ■ Both segments, though, maintain 
large extension programs and offer continuing education, usually off campus, 
Ipaid for through student tuition. . The State does, however, support many of 
these activities at the Community Colleges and K-12 Adult Schools. ' . 

Article I, Section 8 of the California Constitution, prohibits direct State 
•aid to independent institutions by stating that "No public money shall ever 
be appropriated for the support of lay sectariaii or denominational school, 
or any school not 'under the exclusiveV control of the officers of the oublic 
schools . . ." This, section has often been litigated, but the prepoilderance 
of decisions falls strictly against any grants directly to institutions. \ 
For example, i)i 1978, the Third District Court of Appeals declared a ^rant ' 
to Stanford Uniyersity unconstitutionaFHecause it authoMzed annual- payments 
of $12,000 for , each medical student enrolled in a specific, program. < The. 
Court tft.ated phat ''the Legislature has tri(ed to do iiyiirectly what ft is 
prohibited by the Constitution from doing directly" — tlift is, providing . 
public funds to institutions, outside the exclusive control of public school 
officers. . * * 

Does this mean that the State cannot channel any funds to independent insti- 
tutions? No, but it must do so through other parties: 

' It is now accepjted law iinder Bowker (Bowker v. Baker (1946) 73 
. Cal< App. 2d 653 J that a payment of funds in the amount of the 
tuition for education dirgctly to a studen^ or to a public or * 
^ . private school oii behalf of a special student, such ,as a veteran, 
who designates thp school of his choice, is not uncbiMtitutional, 
sintti any benefit £o.a private school is an "incidental" or "in- 
direct" affect of the direct benefit to the student (Board of 
It Trustees of the Leland Stanford Junior University v, Kenneth Cory, 
Cjf>ntroller of the State of California (1978) 3 Civil 17100, p.' 
A-6).' ' . ^. • , / ^ 

Thus, the State's stud|nt financiir aid programs, which ' channeled $56.2 
million to independent college and proprietary tchool students in 1983-84, 
appeax^ to be constitutional so long as they encourage choice among institutions 

• , • f 



and do nol repreieat even Indirect ■ubiidiei to tpecifllc private institutions 
(Legislative Analyst, 1984^ p. 1949). . ^ ^ 



Clientele "' . ' ' 



Students pay a variety of charges to California's colleges and universi- 
ties — $1,236,537,000 in tuition, fees, and charges for all educational 
activities in 1981-82. Some of these charges ii re required as a. condition of 
admission,' while otl^ers are imposed only if certain services are used: 

Examples of ch^jirges required as a condition of enrollment: 

University of California * 
Education Fee Specific campus fees. 

Registration Fee . ^ Non-resident tuition 

Student^hody fees . * . t ^ 

California State University 

State University Fee Associated Student Body F|fc 

Student Services fee v, ' ' Student Union |'ee ^ 

(discontinued in 1985) / Health Facilities Fee 

Instructionally Relateji Materials Fee Non-resident tuition 

California Communi'ty Colleges 

State fee for credit courses , * 

" , Non-resident tuitiori . 
V • CopSDunity services fees i • 

Independent, Colleges and Universities y 
Tuition (fees that cover the cost of instriiction) 
Fees (charges for specific services provided to all students) 

Charges onlyTtf certain services are used , (usually applied by all 
institutions), .but which have a different incidence on each student 
based on choice: 

; ^ Parking fees 

Health, insurance fees . ^ 

» \ Cost of transcripts . , , 

Dormitory charges ^ 
^ Fee-s for materials and equipment us/ed up dujrin^ instruction or v 
which result in « tangible product 
Fees for the use of such private facilities as golf courses and 
~" bdwlipg alleys 

Child care . . * 

Tickets to spOrts and cultural events ' ■ ^ ■ 

•As a whole, these' stUdiAt charges ^oyer altaost 2o\percent of the Educational 
and General Expenditures for all institutions, but they r.fcpresent ovef 50 
percent of thes^ expenditures/!* independent InstitihAons. The reason for, 
this difference can be seen ^n the disparity between Required tuition and 
fees for resident undergraduate students in public institutions, and student 
charges across a broad range of j^ndependent ■ cfrllegei W universities, As 

. shown in table 21. . . * • ' 



TABIS 21 A CompMrison of Required Tuition $nd fees for 
Roaident Undergraduate Students in Public 
Institutions with Student Charges in Selected 
^Independent Institutions, Academif Year l983'-?4 " 

' Catiqory of In<t1tut1on and Exawple I Student Charges 

PUBLIC INSTITUTIONS • t V 

' ' ■ • • • • " . 

llniverilty of Calif or^iii (iverige) $1 387 

The Cilifoniia State UniveriityCtverige) , '$92 
Calif ornit<Coi««uiilty ColXegM * 

. High (Rlveriide CoMoiimity College) 200 

Low (Loi Angeles City College and 36 others) 0 

He.diaa ■ « . . 44 

INDEPENDENT INSTITUTIONS * ,* ' 

Research Universities' 

California institute Sf Technology . 7,560 

Clarenont Graduate "School - 6,30Q 

Stanford University . 9,027 

* '• . . 

Comprehensive Universities 

Loyola Marynount ^Jniversity ■ ^ 5,605 

Pepperdine University * 7,520 

University of Santa Clara „ 5,60?" 

Liberal Arts Inst itutjLond . 

Harvey Mtidd College ' ^ 8j26p 

Pitzer Coll\ge 7,331 

Whittier College . . * 6,861 

Comprehensive baccalaureate Institutions 

California Lutheran College . v 5,010 

Chapman College / 6,220 

Saint Mary's College of California ' / 5.A60 

Religious Institutions , ' 

California Baptist College , 3,010 

Holy Names College < 5,020 

Menlo College 5,970 

■ ■ ■ '■ • ' ■. . 
Specialized Jnstitutioni • * 

Cogsij^ir College 3,600 
Golden Gate Unlvei«sity . • 2,5&0 

World, (West) University < ' " 4,500 

Note': This grouping of independent institutions was used in the Comnisslon' s 
1978 report, Staje Policy Toward Independent Postsecondary Instlti^tions . 
which selected three institutions per grouping >s representative of the 
groups. ; ' , . ■ • ' ' . 



Source:! Ns tionar Center for Edji^ation Statistics^ 1984a, pp. 1-2. 




b4iide« ituden^s, who avail theMelvet of aervlcei ranging from athlttlc 
eventa tQ> res6«rch projecta. Broadly defined, the paymerita by conauaera 
appeara to have conatltuted about one** third of the total Incbne of CaHibr- 
nla'i collegea and unlveraltlea In 1981*'82^(Natlon«l Center for Education 
Statlatlca, 198Ac, Table 1). 



" benefactors 

The (Current ouirket valu* of endo«MiMnta among all California colleges and 
unlvei-aitlea Itt 1981-81 waa nearly $1.7 billion, with a yield of $131.4 
million. Again, public and Independent Institutions were distinct. According 
to ^published data from the National Center ftfr Education Statistics and 
estimates from other sources, the State's 135 public colleges and unlversltiea 
recorded «. year-end market value of $450 million for their endowment (the 
vaat majority being concentrated in the University of California), while 
privately controlled institutions reported $1.2 billion C8 the Higheir Educa- 
tion General Information. Survey — two and a h»lf times as much, A rapidly 
gtowlng source for pndowienta la the corporate world. The National Dl yctory 
of Corporate Chatity llsis 620 corporations that contributed $125 /taiirion^ to 

' non-prof it organl«ition« in California during 1980. It is reasonable to 
assum4 that th«f institutions of higher educJitlon received about one-fourth 
9.f that amount, or roughly $31.3 million (Council for Financial Aid to 

^Education, 1984). 

As State support has become less certain for public ihstitutlons in California 
during the last six years, they have Increasingly used "foundations" — a 
legal Instrument to collect funds outside the regular budget of the institu- 
tion. Foundations come' in. four varieties (those fot fund raising, contract 
education, administration of research and grants, and apecial purposes for a 
limited time) but their purpose is generally the same: to raises revenues 
outside tlie institutlott where expenditures are not controlled by regular 
budget practices. » . .. . ^ 

Although four-year institutions in California have- long relied on alunml 
associations and foundations to raise': revenues, tbe Connunity Colleges i^re 
relative newcoafeifs to the enterprise. According to George Rodda, Jr., chair 
of the Board of Trustees for the Coast Community Cdllege Dls-trlct, "During 
, the 1960 'it and early 1970' s, funding mechanisms dumped money into the commu- 
nity colleges'* as America's outstanding egalitarian organization." During 
the late 1970s, however, funds froi the traditional sources declined so that 
"today, if you don't have • foundltion,, you will not have enough money to 
fulfill the role of the coWBUnity college, whatever it la" ("Two-Year Colleges 
Step Up Pursuit of Private Fundi," 1984, p. 1). , 
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I EXPENDITURES $Y PUfitlC COLLEGES AND UNIVERSITIES 



The State's Budget Revleiy Process for the University and State University 



9 



The general level of expen<|iture.a for the University of California an4 the 
California State Univeraity are determined through a long "budgf t xe^Jiew 
4proceaa." Both the- University and the State University are considered Itate 
institutions and ars oUanized as "ays terns!* of nine and nineteen campuses, 
respectively, under their single gove^ing boards. Each^'system, rather than* 
individual campuses, receives fundlf through a line item in the State's 
Budget Act which classifies Iti activities into -a doaen major programs, 
roughly similar to thn Proglam Classificatiort Structure illustxated ih 
Figure 6 on ^age 35 above. . 

Eighteen months before ekch budget year begins, staff from the ays temwide 
offices begin discussions with campus, personnel about campus fiscal require- 
ments for maintaining existiftfe programs, expanding them, or adding new ones. 
The budget process takes two majot tracks.: (lO the State's review and 
determination of its appropriations, and (2) decisions about activities that 
are not funded °by the State. After months of preparation, the two systeois 
present their base budgeta each Octobfr for the current year, calculate 
"baseline adjustments" by estimatijig inflation and enrollment changes, and 
request budget and program "change proposals," which include requests for 
salary increase*. Although theise change proposals rarely exceed 15 peaeent 
of either segment's total budget, tliby are important because (1) they usually 
become part of the system's base budget and may not be reviewed in later 
years, and (2) they often represent new directions for the institutions and 
new obligations for the State. 

Customarily, the Governor- and the Department of Financ^Hpe ^pe t hrfse budget 
and program change proposals substantially and lower the basetluKadjuiBtmentS 
somewhat. Since the intn^duction of collective bargaining, the Qbvernor has 
choaren to identify a q«rtain portion of funds for an "augsieniation for 
employee compensation," Jind then .let bargaining or ^ome other process determine 
the distribution between salary adjuatiSents and fringe benefiti'^ Except fbt 
its override of* Governdr Jerry Brown's veto in 1979, the Legislature has 
never increased the Initial amount idenUf ied t)y the. Governor for employee 
compensation Since the beginning df colllftive bargaining. 

■ • ^ ■■ ' / I 

The Governor's Budget is then intr<?duced each January as the "Budget Bill," 
which winds its way through "the legislative process. Although most State 
funds for thB_ University and, the State tiDiveifsity are generated by either 
enrollment-based forinuias or by incremental budgeting, categorlqil aid for 
special programs represents .^significant portion of each segment's total 
budgtt. These special progAis typically receive the most legislative 
a tt e nti o n . - - '• ^ ■. . : 



ERIC 



Finally, the Budget Bill Is adbpted by the Legislature in June or July, and 
^ signed by the Governor shortly thereafter. ^California's Governor, however, 
yT* has line*ltlbm veto power, aAd ciin reduce or eliminate ^^any amount in the 
Budget Bill' before signing it into 'law. This authority, cdupled With the 
•■ need for | two- thirds vott of the Legislature's entlrje memb^tshlp to over ^ 
ride a veto » makes the Oovelnor the cptral figure in t^he b^^^ process. < 



1 .1/ .v'.f'l..' I/' I ' 



4t 



\fkit is th« ef ftfct «f thif t^^^^ oft th« «xpen%tuife> of Uftiver^ v 

•ity ana Sute Ual^^^riity? • Firi:^; 'it^^^^^^^^ 

fundi tri provided to* inith^ctidn «pd .^re thui based on en^olJjient jp<)r»Ui|a 
(fixied •tudent/f^cult;y tatlo«) for both i^fwent*, %htM$^nti enjoV flexi- 
btiitv In dii tributliig theae "poattlon«" and tjie do|li>rs .iiai|<w:i«t^d with 

For exafliple, afte^ the State lopnula definei ihe reW^^ the State 

University at a certain levei of projected tnroilirtent.fMed on the level and 
Mode' of inatruction, the apecific allocation ia' deteri(iift<pd through steps 
Internal to the State Univeraity Itaelf. y9aaic4?.ly, th« $tate provH-desy on 
the average, one faculty poaltion for eveiry 17.8 fal%ti***'equiva^^^^^ students. 
The «uthoriaation to eatabliali theae faculty pptiUons ia given to the 
Chancellor of the State Univeraity, who t)ieh api>ortiona them to the 19 
caiq>u8es according to the systen's own fOfinulaai which is not on a std.ct 
17.8/1 student/ faculty Mtio. CaMpW tdainistra tors then divide the faailty 
positions aisoni "Teach^rig Service Areas" tbat, cluster departnenta together, 
again not on a strict atudent/ faculty tatid. At' this point, the campuses 
take into account the mode and level of instruCtibn — for example, laboratory 
credit houra generate more faculty, positiona than do lecture credits; lower- 
diviaiour instruction justifies fewer, faculty than do graduate classes. 
iFinally, each department receives iti faculty allocation, , based on its 
projected student credit units weighted by the mode and level matrix. At 
this point, there is little correlation between the State's initial stu- 
dent/faculty ratio and the number of teaching positions in an individual, 
department. In general, the formulas generate the appropriation levels but 
do not tightly conatrlfin the actual expenditures (Meaainger, 1976). 

. ■ ■ ■■ ■ .: /■ ■ ■■ • • :■■ ' ., / ■■• 

Inflddition, ^although the State's Budget Act appropri/ites dollars to "line 
items" (typinily to instruction; research, academic aupport, student services 
adminiat ration, and plant operation) , both the Univeraity and' the State 
University have conaiderable flexibility to shift funds between^rograms and 
between objects of expenditure (funds for personal services , . equipment , 
etc.). Both systems are exempt from several standard control sections of 
the Budget Act that regulate most State agencies j ' and the Univeraity' s 
conatltutTonal status exempts^ it from virtually all other restrictions on 
State^ur chasing policies and fiscal controla^. Recently, the trend haa been 
tp provide additional latitude for the State Univeraity. ^n 1982, phe State 
lifted its controls over most State University purchases and released it 
from the auaplcea of the California. Fiacal Information Syatem — an effort 
to bring it into more conformity with the atate'a accounting and monitoring 
policies . ^ 

The St^at^^^pportlonment Proces? for the Community Colleges 

Before Proposition 13, the finance system for the Community Colleges differed 
aigniflcantly from that of 'the State 'a four-year Inatitutiona . Having begun 
aa grades 13 and 14 of high achoola, tth* Community Collegea werl aupp6rted 
through a atatutory formul^'that matched State funda with local promerty tax 
revenues. Within California 'a 70 Community College dlatricts, *eachpoard of 
Ttuatees was authorized to levy a general purpoae tax and several "jpfcimissiVe^ 
takea on the property of the diatricl. The ma)|iimum tax rate was the (flstrict | 
general-purpose rate eatabllshed by ^atute, adjuated proportionelly by any , 



^ . . ■■■ ■ ■ . „■■. ■•••t/-' , * . , • , ■ * 

^mcire"ei ia • the #dult population and l>y .Changes- in the Consumer Price 
Ind^x. Und^r their aaxiiaum^Ux rat*,, the boards were free to choose their 
r^te ^irid so alteif theit revenues, • 

Because Wealth varied amon^ the Connimity College districts, local revenues 
were unequal.' this imbalaAce l^d the St4.t# to provide apportionments ^hich 
were designed to equalijse thaf income per student among the districts by 
distributing mor/dolUrs to poorer" distipicts than to "wealtShy^' districts. 

..For example, the State's avirrige apportionment in 1977-78, just before' 
Proposj^tion, 13, w^ $657 per unit of average daily attendance (ADA), but 
individUlel apportionmenti ranged :ftom $125 to $1,592 per ADA. (The use of 
APA for Community' Colleges is il Vestige of their otigin within the public 
school syftem, (reneraliyj there are two census weelcs pejc term, aAd entollment 
is counliiid in terms of Weekly Student ^Contact Hours. These hours ire .then 

'' divided by various formulas to determine total ADA. One unit of ADA roughly 
equals 17 hours of attendaiice by one student per week for the academic 
. year j' . . • ' ' 

The key element of this method of finance was the ability of local taxing 
'authprixdes, including,, Community College districts, to set their own tax 
/rates on property within their territory. Proposition 13, however, limited 
any ad valorel tax on real property to 1 percent of its full cash value and 
made the Legislature responsible for distributing these revenues. In effect, 
the "local" property tax had. been transformed i^to a State tax with the 
locus of authority in Sacramento. Since the State's app<^tionments were 
earlier based mostly on the relative ability and willingness of Comnunity 
College (list ricts to raise local' revenues through the pi^operty tax', Proposi- 
tion IV'TB^t only reduced property tax z'evenues by 60 percent statewide but 
also ^trojlred the basis for equitably calculating State apportionments < 

Propbsi^n 13 has thus created a hybrid for the Community Colleges: a 
Statwletermined' finance system that is locally governed. Basicially, the 
StateOdeterminea almost all of the generjil revenues for the ComMuty College 
districts and provides these through general apportionments ^r units of 
ADA, with few of the normal budgeting processes used for the four-year 
institutions. - Except for "catiegofiCal programs" that assist' disadvantaged 
students and those with disabilities and where fun^s aibounting to approxi- 
mately $45 million statewide |ire restricted — district Htrdards receive roost 
State funds as general apporiionmehts. They can shift these apportionments 
•freely among instructional activities, administration, > student services, 
plant operation, snd salaries. Thii^ flexibility leads to many diverse 
practices among the colleges which frequently raise questipns and irritate 
those officials in Sacramento who determine the flow of funds to the districts. 
' ■•■ ' * ■ ■ . ■ , . ■ ». . 

This finance system for the Community Colleges contrasts with the State's 
budget review l^ocess and program classification system for the four-year 
systeSis which enjoys considerable credibility with legislators. Although 
the issi«e , of whether resources, are adequate |s usually present with all 
public Segments, the Coniimity Colleges — unlike the four-year seg- 
ments#.- are challenged by the dilemma of reconciling local authority oyer 
budget^s with the State's insistence on controlling and mohitorlng its ap^ro- 
prlationsi » Recently, the LegislS^tufe has mandated a study of "differential 
funding" from the GMsmnity Cpl leges, in hopes of resolving Some of theses 
difficultiee. W ' , 



Not •urpriiinliy, th* ii« y^iri •ince Propoiition 13 have brought « steady 
•trfaa of chaageii in, Cowu^ty College (inliace! ^ . ^ 

• HQ 1979., Aaieably iUl' 8 returned the dlitricts to au AOA-based fomula 
after they received "block gra^iti" regardless of attendance in 1978*79. 
It contained a stroni equalization ^onSula and en "increnentdl cost" 

. provision that pj:ovi4id soBewhat leas than es^^i^ district's average revenues 
per ADA for enrolUent growth and liubtrabted less than average revenues 
per ADA for declines. This was distghed tp lessen the pucely fiscal 
incentives for growth fr unwarranted reductions for enrollment losses. 

♦ . ■ • " ' , ' * _ 

• In 1981 » new legislation continued Boat aspects of AB 8, except that the 
reioibyrseBent rate for nonrcr^dit ADA wrf* reduced, certain kinds of 
non-credit coji'rses were eliminated from State suPPo'^t, and funding for 
enrollment Increases* was "capped" and based on specific projections for ' 
eacb district, rather than for the State as a whole. Woven throughout all 
these changea were- special factors designed to apportion more funds to 
certain kinds of diatficts: large district aid, small district aid, . 
'small college aid, an Equalization exemption factor, and additional funds 
to districts Hith latge numbers of needy students. The thrust of all 
these chinges was t.o eentratize mo^e fiscal decisions in the State capito.1. 

• In 1983, the lateat finance approach was 'adopted, wKch terminates in 
1987. This legislation based cost-of-living adjustments (CQLAi) oii the 
increases In the Implicit Price Deflatbr for State and Local Government 
Purchases of Goods and Services. Changing the earlier "squeeze" appyoich 
toward equalization, the new /legislation equalizes "upwardy." guaranteeing 
a certain minimun revenue per ADA to all districts and providing modest 
increases to districts bel^ the statewide average. No funds, are reduced 
from the budgets because o^enroUment declines during the yeaf.the drop 
occurs, but enrollment">jiF<^h still generates extra funds' immediately, at 
least up to the "enrollment funding cap." The legislation continued the 
prior policy of providing State funds for noHcredit courses only in the 

• nine areas offered by the adult schoo).s. ^ 

• Finally, legialation adopted in early 1984 imposed a "first-tiu^e ever" . 
State^fee of $50 per aemipter on students enrolling for six. units or 
■ore. Although the struggle ov^r the fee was bitter, the earlier legisla- 
tion fostered a eoncertfed effort by the CosmiuhltyAllifeges themselves to^^ 
solve the nagging problems of achieving eq\XMliiMt0fsind fuiading enrollment 
changes. W • 

According to Chancellor . Gerald Hayward of the Community Colleges, the past^, 
decade has witnessed a "roller coaater>pattern" because of eight diflferent 
changes in their finance formula: "The past decade [has] been one of extremes 
and instability for the ComOAity Colleges. The decatte begin by Community 
Colleges receiving a sizable funding increase in SB 6 (1973) , fblloWcd by 
accelerated growth, decline, growth, and finally because of budget cutis the 
past two yeats, decline" (Ass^bly, California LegisUture, 1984, pp. 1»'4). 
Unfortunately, the hope fof an end to this "roller coaster" will li|^ely 
prove elusive without some Solution to the dilemmS of a State finance system 
imposed on locally governed and extremely diverse institutions^ V 1 * 



One effort towird • galution — the te^lch for lourcea pf tax revenues which 
•re not set In Sacramento — has ,been> disappointing. . In San Francisco v. 
Farrell (32 Cal 3rd 47, 52-53), .^he California Supranie Court ruled that a 
local entity eould inpoie a tax, ^ the proceeds 6f which could be used; foe 
generaj. purposes without having to obtain a two-thirds vote of the electorate 
as specified in Proposition 13 (Article XHIA of the California Conat.itutiQu) . 
Despite this, Legislative Counsel opints that' this technique is not available 
to t^e Cosiunity Colleges without le|islative action, which deems unlikely. 
Altf^ativfly, the only source of additional funds -^rom local taxpayers is 
^htough the two-thirds approval' of voters. " While one Community Qollege 
district and 12 school dist ricts** have attempted this, only four of the 
school districts have succeeded. Judging from the experience since Proposif 
tion 13, it appears that a l^ate-determihed finance system will be permaneiit 
fy the Community Colleges. "I - ■■ \ ' 

Annual Expenditures in the Public Segments of Postsecondar^ducation 

tables 22 through 25 detail the .total expenditures of the three public 
segments in 1982-83 aa summarized . in Table 18. The different missions pf 
the>^ee public segments are readily apparent in the different proportion^ 
of each budget devoted to various activities^ 



The University of Calif orifia ; dider the Master Plan/ the University of 
California alone conducts State-suppOrted research. As shown in item 4 of 
lable 22, the University's "Organized Research" totaled $118 million in 
1982-83, of which more than $98.9 million came from State General funds. In 
addition, funding from a variety of sources permits the University's teaching 
laads to be couglly one-half those at the State Un/versity, allowing its 
faculty additional time for research. Although the jfetate provides impressive 
amounts for research, these funds are overshadowed Joy the enormous volume of 
contract and. grant inonies which are attracted by University teachihg arid 
research faculty. (Itei^^ 13) . There is no other state-supported university in 
America that attracts the same volume of research grants and, contracts as 
does flhe University of California, although research expenditures per faculty 
merobe| In 1980-81 <fe re higher in. New York, Tex4s, and Wisconsin (Halstead 
and M(teoy, 1984, p. 45). / i ' 

^ ■ '7 ■ ■ ■ ■ \ ^ 

The- Master Plan; also granted exclusive authoMty to the University to offer 

doctoral and professional degree education, Specially in law and the Walth 

•clenches', including veterinary medicine.. As shown in Items IB and 3 of 

Table 22, the University expended almost $830 million in the health sciences, 

oja<j|»ich two^thirds came from patient charges in its five hospitals. iThe 

lUgest i^agle expen<fiture in Public Services .(IteA 5 ) ir»for agricultural. 

extension services. ^; f '* , \ 

Th e California State Univergjtyj With more than 300,000 students, the si^ate 
Dftiflrslty is the largest four-year aystem of higher education in the nati'pn, 
and its 19 campuses span the sp^^trum from urban- commuter campuses to resi" 
deatial^^ t^ral iiistitutions . Its primary function is to provide instructioi 
to undergraduate and graduate students in the libei^al arts and sciences, 1 
applied fields, and in varioui profesaions — especially teaching. It 1 
luthorized to grant bachelOr'i^ . and master' l degrees, but doctoral (}egreei 
■ay not be^awarded except Jointly with other unlveraitiea. -The Information 



TABlS 22yTotH ixpencliturea, Vniyersity of CMl^fornU, 1982'B3 

V Percent of Budgeted* 
AwiQUnt / 



: ' • , Program 

1. Intftructlon'; . 

.A. General Caopuses 

B. Health. Science!^ 

C. Sumter 9easioQa* 

D. Univertity Extenaion* 

.2,( Academic Su^pbtt 
. A. Libraries 
B. Other *! - 



3. 
4. 
5. 
6. 
7, 
8. 



Teaching Hospitals . ' 

Organized Research . 

Public Service 

Student Services 

Institutional Support 

Plant Operation &nd 
■Maw^tenance ■ . ' 

9. Studint^Financi|l Aid 
(Uhiveraity sources)^ 

Amciliary Enterpri^ses* 

Special Regents' Programs 

TOTAL, BUDGETED J»ROGRAMS 

Extramural urograms 

A. Contractld Services 
or Restricted Programs 

B. Departjfccnt of Energy ' v 
Laboratories .' ' 

to'i;al, extramural programs 
total expenditures 



10. 
11, 
12. 

It. 



14, 
15. 



$ 760;832,000 
$476,044,000 
221,602,000' 
8,218,000 
54>968,000 

r* 187,497,000 
88,017,000 
J ^,480,000 

K • 602,991,000 

118,453,000 

61,273,000 

107v440,000 

; 13i,717,0P0 



Expenditures 
.31.-8% 



152,746,000 



\ 49,742,000 
162,830,000 
\ 32,387,000 
$2,390,908,000 

$ 6ii4,990,00b 



f331^000 



Total, Personal Services** 

Operating Expenses and 
« Equipment <^ 



$i,93i,32/t:iooo 

$4,34J,22t5,pOO 
$l,67i2,4iB3,0O0 



7.8 

• • ^ ■ 

' 25.2 
5,0 
2.6 . 
4,5 . 
6.5 

6,4 • 1 

i ■ 

• 2,1 
6.8 

1.^ * 

55,0% of 
total expenditures 



$1,043,105,000. 

^Supported through student charges or othit fees for services, 
**Includes salaries and wages, sOsff benefits, and esAinyted salary sSvings. 

Note: Uniform categories in fiscal reporting to thef^wte are not used by 
the three public segnthts of higher education. In ordier to display roughly 
.compatable categdries, this segmeht-specific categories in the official 
doQUmenta. have, in some instances, been combined and, in other instances, 
haVe been disnggregated in this table. > ' ... 

Soutce: Adapted from Governor: ' s* Budget , 1984^85*, p. E-lJi4. 
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TABlfS^h Total Expenditures, 
. X 1982" 83 

'■ • ' . 

Program 

I. Ini? t ruction \ 

A. Regalar 

B. Suoner 
C . Ex t eas ion 

2f Academic Support 

A. Libraries 
Other ^ ^ 

3. ' Public Service 

4. Student Services 
5. . Institutional Support^ 

6. Physical ^lant Operations* 

7. Independent Operations , 

8. Auxiliary Organizations 

9. TOTAL EXPENDITURES 
total, 'l»ersb iServices** 
Operating Expenses and Equipment 



The Ciklifornia State University, 



Amount 



' $ 65 1,683 ,000 1 




a 




634,531,000 
; .10,579,000 
\ 6,573,000 

116,855,000 

I 58^603,000 
1^8,252,000 



Proportion 
51.8% . 



9.2 



781,000 


0.1. 


145,931,000 


li.6 


^ 165,398,000 


13.1 


128, 643, cod 


"10.2 


48,213,000 


/3.8 


229.300,000 




$1,257,500,005) 


100.0% ♦ 


$ 981,875,000 




$ 206,977,000 





*This item is usually included under '.'Institutional Support" but is separated 
here to conform to the format of the University of California'. 

"^Includes salaries and wages, staff benefits ^ and estimated ilalary savings. 



Note: Uniform categories in fiscal reporting to the State ar« not used by the 
threp public segments of higher education. In order. to display roughly 
comparable categories, the V8«nent-apecific categories in the of ficial 
documents have, in some instances, been combined and, -in' other, instfinces, 
have beeh disaggregated in this table. | 

Source: Adapted from Governor !s Budget .. 1984-'8S , p. E-165. " . 
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• on Xin* l in -Tlbl* 23 re£le9^iS^<lJie^;j>ftjjfc*trf^^ 
percent pf, the State Univerii|y;^;iJ;:_^jiM 
proportlbfi is contiderably lowe')p;i:(IIIfi|^^^^ 
ni». Became the St,ate University (ii$i»;:40^?p-ff^^^^ 

or advanced training in the health sciehcfti^.<i:tjivl9^2- expen- 
; ditures divi<led^y full-time-equivalent itudehU ($3,609) is ^^^l^^ the 
' national average for four-year institutions (ThI California State University, 
1984, p. 245). Its proportions of the budget reprtfseiited by studenf'aervices 
(11.6 percent shown on Line 4) appears to be' highet £han in other coinparabl« 
institutions, while "adninistration" (Line 5) ahd physical plant operations ' 
^Line 6), which together represent 23.3 percent, appear to be somewhat below^ 
mthers. The pvoportlon of the Sta|e University's budget. for personal seryicj^s ' 
Wasically salaries and fringe beneflCs) is ^ar larger than the proportion 
of the University of California's budget, which includes more operations and 
equipment funds (see Table 22). . . 

.The Calif(\rnia Community Colleges ; Table 24 displays the Community College 
expenditures by object, while Table 25 displays these expenditures by general ^ 
areas. The larg^t expenditure categories for the Coonunity Colleges are • 
, salaries for Certificated personnel, which Includes primarily Instructors 
\and administrators, and for classified personnel , who are typically staff 
who provides support for the instructfonal program and other activities of , 
the colleges. As seen in Table 25, the salaries and benefits for classroom 
'instructors alone represent 53 percent of the "Current Expense of Education" 
— a proportion related to the fact thaft State law requires e^ch district to 
attend at' least 50 percent of its. expenses for these Salaries and benefits. 
Instruction and ins t ructions lly related e^ipendltures (including Jtudent 
services) represent over two-third)? of all expenditures. I . 

Annual Budgeted Funds for Capital Outlay 

• ; ■ ■ . • ■ * ;■ ■ ■ . . _ ■ . 

Unlike the support budget, where the State's four-year and tWO-year segments 
differ, the University of California, the California State University, and 
the California Community Colleges approach the State in the same way for 
capital outlay funds. AH thi^ee Segments participate in the Capital Outlay 
Fund for Public .Higher Education (COFPHE), which receives annual revenues 
from the leasing of the State's tidelands to oil companies. In addition, 
'th«y receive considerable amounts from n6n-State sources. 

The three segments present their request* to the Department of Fiance according 
to priority categories. The Department and the Governor then decide on 
those projects to fund in the Governor's Budget, which % re forwarded to the ' 
Leglilature each January. Finally, the Budget Bill is adopted by the Senate 
and Assembly in June ^te^ each project has been dlscfussed And the, appropri- 
ations are' either included, deleted, or altered. 'As is true foi* support 
itc-ma, the Governor can^ still ye^o capital outlay projects before aigning 
th^-.Budget. ", ^ '• ■;• . '■; ' 

During the p^st ten years, the segments have relied on several other public 
- sources besides the COPME fund: the/University'.s 1972 Health Sclencss,:; 
Facilities Construction Bond Act, a local property t#x override for Community 
College projects, Stja^e bonds for the Community Colleges in the early .197Qs, 
and Aelf-financing facilities such #9 donaitories andi student rUhlon buildings, 
pver, the decade, revepuea from these sources, have decwased. California 
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:TJWir 24 total Expenditures for Support of Curtent Operation^ 
• ^ i>V Vhjectr CaUforni^ Cbttimhity Colleges, 1982-83 



■ H 



Object 



i. 1. dertifictted Salariea 

2. Classified Salaries 

• • • ♦ ' ■ ■ . . 

3. Employee Benefits i 

4. Textbooks and library Book^ 
\r5. Supplies 

... * , ■ 

6\ Equipment Replacement i 

' 7 . Other Operating Expenses 

8. Self-Insurance Fund 

.■V. . .. - . ■ . . 

? ?9. All Other Operating' Tund ExpienditureslJ 

1. ' ■ . 

10. TOTAL EXPENDITURES FOR .. ' 

CUfeRENT OPERAtlONS', l$82-83 



$,1,748,422,739 



Amount 




Percent 


$' 829,514,010 ■ 




47. 4i 


* 371,071,977 




21.2 


■ s 

213,647,006 




/12.2 


2,763,5,65 




'0.2 

♦ 


55,563,114 ■ 




3.2 


. 62,505,206 

, ■ . ., «. 




.3.6 


' 185, 903, 248 

■*t' - 




10.6 


■"" ^ 13^961,85^ 




0.8 . 


• 73.492.757 


V 


' 4.2 







100.0% 



^Includes the Cafeteria Fund, the. Child D<|velopinent fund, Studtot Health 
" Fee expenditures, and all other funds expenditures, 



o 



Npte: Uni-fona categbrlis in fiscal reporting to the State are not used by* 
the three public segments of higher education, Jn order to display r.oughly 
comparable categoties, the segment-speiEific categories in the ofificial 
documents have, In s6me instaacea, "been coinbined tnd, in othej instances,.' 
have been, disaggregated in. thia table. 



TABLE 25 Totfa} Expenditures for Support of .Current Operatiork^ 

> bu General Area, California Coriminity colleges, 198\02 



G«ntral Area 


Amount 


PeVoent 


i ■ ' : 
SAIARY AND BENEFITS . <^ 






Inftructlonal Activity 


$ 808,689,69.2 .\ 


48.76% 


« last rue tioaal Related u ■ 






Initructlooal Support/Servicei . 


166,^10,781 W 

# 


y 

t A A4 

10.03 


' Cpunieling and Guidance • 
Other, SttUdent Services 


53,815,205 


A A / 

^ 3;24 


71,Id7|H92 




Institutional Seirvicea* t... 


Io«iy0p0|700 


0 OA 


Maintenance and Operation of Pl.ant 


101,456|871 


0,12 . 


Auxiliary Operations' * 


36|448,327 


f2*20 


' Other ^ 


t\^tf AAA 

30l,965*,898 


15.21 ^ 


TOTAL, Salaries and Benefits 


A« AAA A A A f* ^Ir 

$1,293,698,385 ^ 




pP^TING EXPENSESv 






Instructional Activities 


. $ 44,05/ » "35 


\ ' Z4OO 


Instructional Related Activities 


31,975,931 


1.93 


All Other Operating Expenses 


180.345.978 


10.87 


fOTAI,, Operating Expenses 


$ 256,379,844 ^ 


15.4k 


Salaries of ClassrocAft' Instructors** , 


$ 794,412,168 '^ " 




Cunpfit , Expense of Edacation (CEE)**- 


1.499.342,975 1 




Salaries/CfEE** * 







TOTAL EXfENDITURES FOR- / 

CURRENT ..OPERATIONS, 1981-82 - " $1,658,418,912 100,^0% 



*"In8titutional Services" is a '^onsttruct consis^ng of "Plann^^ng and Policy 
. Making," "General Institutional; Sei^^rices," "Coimunity and Ancillary Services 
. and "Other, Capital Outlay." ^ / • 

**Acc:ording.to Education Code Section 84362(a), the sala.ries and benefits paid 
to classrooti instructors must exceed 50 percent' of escft district's current 
■ expense of education, as defined* in Section 843d2(b). . 

Note: Uniform categories in fiscslStfi^^ns to the State 'are not used by 
the three public segowqits of higheir education. Ih order' to display roughly . 
comparable categories, the segaent-specific categories ^n the j>fflclal 
diocunents have, in some instances , been conbined and have, in other instances, 
betV^^ disaggregated in this tables , , 

pourcet California Sme Controller ,^ 1984, p. 711, and Califbrpia Cotnnunity 
Colleges, 19$3. ♦ 



voters defeated « $150 taillioa Construction Bond^Act for the , Cpnounity 
Colleges in 197^, and Proposition 13 eliminated a special property tax for 
capital outlay th^t each district could levy to provide itft poi^tion of 
construction pfojeots. The University's Health Sciences Bond e)^endit^re.8 
declined from a high of $65.6 will ion in 1973-74 to $.5 million in 1982-83. 
Fi^ally^ the Legislature diverted funds from the tidelands revenues to 
support the General Fund during th^ 1981-83 recession, thuft limiting stater 
supported capital 9utlay even further, k ^ 

As shovm in Figure 8 on the next two pages, the amounts '^of funds budgeted 
for capital outlay have been much more erratic than have expenditures for 
the support of current operations in higher education. This i^esults partly 
from tlfe changing ileeds for capital outlay and partly from the varied mix of 
SttLtt and non-state, sources. From the State's st'andfpoint, the following 
highs and lows in- budgeted levels for public posttecondttry capital outlay 
over the past eleven years appear most relevant: ' . .' , ^ 



^Hightott budgeted level for all 
lQfiti4^tio^8 from all iources: 


$353.3 


million 


in 


1973-74 


Highest amount^ State resburces 
(funds plus bonds): 


$208.7 


mi LI ion 


in 


1973-74 


Highest amount of^Sf^te fUbds 
^ (excluding bonds):. ; 


$ 88.3 


million 


in 


1977-78 


Lowest budgeted level for all 
linstitutions from all sources: 


$115.5 


r 

million 


in 


1979-80 


Lowest amount of State resources 
(funds plus bonds): 


$ 32;. i 


million 


in 


4 ■ 

1981-82 


It ^ 

. Lowest amount of Sti|.te funds 
j[excluding bonds): ^ ^ . 


$ 28.^ 


million 


in 


1981-62 



Despite this erratic pattern, both Figures l(hand this sumnpry suggest that 
the years' can be divided into three major phases for State/supported capital^ 
outlay funding in all segments: (I) large amoJIl^s budgeted in the early . 
19708;, (2 )y declining amounts in the late 70s a^3^];continuin| througfi the 
recession of 198*1-83; and (3). increased appropriation beginning this year.i^ 

. . f ■ ■■■■■■■■■ ■ ■. . 'V,. ■ • ',. ■ 

In addition to thei^ changes, in the aippunts^ available foi^ capita^ outlay, 
the kinds of projects, have changed ovet the past decade.. Duting the early,, 
'19708, most of tie fundf were coonitted for major construction new build- 
ings, major additions, 'and, 'large-scale pt'ojects.^ During the years between 
1980 and 1983, |tOwever, a smaller propfjlrtion of State funds were used for 
ne%f faciUtieA>/and more. were devoted to r^'odeling fof handicapped persona, 
renovations, And sfsall projj^cts classed undffr "minqf capital outlay. 'I- Noy> 
major ffacillties have again assumed' center stage: . the largest item in the 
1983^'d4 budget foi^ the Community Colleges was ^ n^f*' classroom building for 
the Baddle^ack District, and 90 percent of the ^itt funds for the Uniyecslty 
of California 'involved new^ construction.' h\ , > 



ERIC 



PlGVRS 8 /:ipit9l Outjay Fundi^for th6 University pf Californin, 
the California State' University, arid the California 
:: Community Colleges, 1973'74 Through 19 8 3 •'84 

-* SOURCES 



$400 




1973-71 



1974-*75* 1975-76 



, 1976-77 



1977-78 * 



rile! Governors' budgets. ♦ ' • . ♦ * ^ 



• t 



^ > 



1978-79 




1979-80 



19RA-85. 




Calif ornla Maritime AcAdemy and, 
Hastings College of the Law 

• ♦ 

California Cormnunity Colleges 
The California State University 
University California 



$346.1 



$296.4 




1979-80 



$17g.8 


82.7 


• 




$18.1 




m 


$32.7 








J26.5 




$12"5\2 


?69.4 


1 





J275.8 




19^80-81 



1981-82 



1934-85 



Deapite recent declines in Statfe support for capital outlay, California's 
institutions have been* fortunate in the "pay as you go" policy adopted by 
the State for much of its construction, priiparily supported by the tidelands 
oil revenues. In most stateg, facilities are supported through bonds or 
tuition charges ifor capital outlay, not appropriations from the G^fieral 
FunA\ Nonetheless, both California's increasing needs in this afea and the 
long-term depletion of oil in its tidelands suggest that its institutions 
must look to new sources to support capital outlay. This trend iA evident 
vn the State's adoption of three pieteS of legislation: * - 



7. 



The High Technology Education Mvenue Bond Fund, SB 1067 (1983^) ^ 
The Libraries and Related Facilities Bond Fund, SB 1905 (1984) 
Revenue Bonds for High Technology afxd Related Fields, SB 1504 (1984) 

' ■ - ■- , 

AU three. bills authorize the sale of State bonds after new facility projects 
have been approved by the State, with the bonds to be repaid by the i^stitu- 
tions themselves. 'Such a trend is congrueilt with the emergence of "creative 
financing" afmong public organizations. A recent publication by the Municipal 
Finance Officers Association describes the trend as follows (Peterson and 
Hough, 1983, p. 3): j' 

Many of the n.ew techniques . . . have historical antecedents in . 
the taxable-security capital markets, ^ut typically had not been 
put to use in financing public capital expenditures. In other 
cases, the creativity comes in devising a new set of relationships 
that' combines the unique tax-exemption features (and lower borrowing 
costs) of state and local obligatiohs vJith4 9ther elements of 
' economic return that are typically associated with private ownership 
of assets .... , ■ i ) - 

V / . ^ ■ ■ 

• Creative financing techpiques have altered the traditional relation- 
ships. They haVe ;^ealt with rearranging the standard borrowing , > 
transaction in one or radVe of the following four ways: 

♦ ■ - 

— shifting interest-rate risk from investor. to borrower (through 
variable rates) ; " , 

.— enhancing the creditworthiness of borrowers by; shifting credit- 
related risks to third parties [such as insurance companies or 
governments]; . 

— increasing thf types of returhs available, to investors beyond 
those available from thf refiilar receipt of interest income 
payments (such as through zero coupon bonds or leasing arrange- 
ments whi\)^ transfer tax advantages, through depreciation to . 
investor groups [such as bond mutual funds]. 

Although institutions of . higher education "have not proceeded' as far; in 
"creatively financing" thiir facilities as have marty local governments, it 
appears safe to predict that they will explore several of ' these i^venues if 
traditional source*' fall to meet their ne*ds. 
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ladepiQndeqt institutions have been Assistet) vith qapital/.outlay projects by 
• the C*Xifonj/ia Educational' FaciXiUes Authorfity, which was established in 
flareh 1973 to issue rty^Huc bonds for nonsectirian education facilities. 
,ThFoU;gh' sale of its Vax^ilfxetapt ins truinent 9, ;the Authority provides lower-cost 
financing to these institution? tha\ they could aecuire 5),therwiser T^ is a 
trust a<?t!^V^ty, however, that involves. no direct State pijiperi^ and all 

ejiipenses must be paid from ^eyeiiues and Other money available t<i the Authority. 
The history of these b9a^| f^l* is displayed in Figure 9. 



FIGURE 9 California Educational Facilities Authoriti/, Bond 
Funds for Independent Institutions,, 197 3 "74 to 
1983^84, in Millions of Dollars 
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Annual Expenditures of Indepeftdent Colleges and Universities 

' The Comnlssioa has encountered .iQoailderable difficulty in obtaining any 
reaaonably current Revenue or expenditure data 'from the independent colleges 
• and universities in California;: During the 1970s, the Conmission publisheW 
two repirts on the, financial condition of. these institutions, which were 
based on extensive data collected especially for these reports by'^John 
' . Mlnter and Associates. These data and information from the Higher Education 
"■^ General Information Survey provide fiscal data from Fiscal 1976 through 

■'■■(ktl^. ■[ 1981, but the Coowission considers this information insufficiently ci^rrent 

■ '^v . to be .appropriate for presentation here. -Data from the Commission's current 

. .. study on, the financial condition. of independent institutions, when available 

' ... V in- final' fo-rm, may be Included in the policy piper that will stem from the 
. Commission's "Prospectus" project. 



SIX 

GALIFORNiA f^OSTSECONDARY FINANCE 
BflYOND . COLLEGES AND UNIVERSITIES^ 



The financi^ng of postsecondary opportunities outside colleges and universities 
has rarely received much attention in government circles • Recently, however, 
State officials have had more interest in adult education and lifelong 
learning, partly because of the growing student demand for opportunities 
there, and partly bcjcause some institutions facing retrenchment are aggres- 
sively seeking new clienteles (Millard, 1980, p. 26)- Although not ideal, 
the term "adult education" is peVhaps the best single phrase to describe 
most of the learning outside regular instruction in. colleges and universities. 

DEFINITION AND EXAMPLES OF ADULT EDUCATION 

^Sincp anyone over 18 is legally an a4ult, the term "adult education" needs 
to be distinguished from other postsecondary efforts* Grover Andrews defines 
it as instruction designed to meet the unique needs of persons who have 
either completed or interrupted their formal education and whose primary 
occupation is .not being. a student (1980, p. 110). When the field of "adult 
education" wa^ emerging -fifty years ago, it was justified as promoting "the 
enlargement of the personality and the quickening of life*' through rlsmedial, 
occupational, liberal, relajtional, and political education (Bryson, 1936^ p. 
17). Much of t^hat holds for today, but most contemporary dei^initions stress 
that "adult education" is aimed at those individual^ beyond the ag4 when 
most students attend college* and at those who are enrolled part time V- thus" 
excluding many re-entry students and those in "recurrent education^' who 
pursue degrjies full tinie. ' * . 

As shown in* Tab^e 26, adult education can be divided into avocational, 
intellectual, and occupational categories 



ADULT EDUCATION OFFERED BY PUBLIC INSTITUTIONS 



Among tax-duppbrted institutions, adult education as defined above is offered 
at public expense only in the California Community Colleges, the Adult 
Schools, and Regional Occupational, Centers. Nevertheless, through *their 
tuition-supported "extension" programs, the University ahd the State Univer- 
sity annually enroll more than 40, 000» students, primarily in continuing and 
avocational ediication. ^ 

Among the 70 Community College districts, adult education cannot be neatly 
separated from other programs: However, sorqe results from the Course Classi- ' 



TA^LE i6 Varieties of Adult Education 



AVOCATIONAL / 

ArMt of Inttrtit ; . ' 

iPhyalcal 
ftoclal 

Anliftlc/atithatlc / 

Kindi of Couritit I 

Rtcrtational 
Physical aducation 
Hualc and thaatar 

Taxtllaa, clothiog, and Jawalry aa a hobby* ^ >; 
Culiiury acta , 
* Fooda aod nutrition 
Oanaral Intarayt 
8alf<^aifaranaaa . 
Spiritual 

Paraonal financial ttanagaaMnt 
LanguAgaa for travel abroad 

Furpoaaa and P^acticaa t . ^ 



Enlianct cultural aftd laii^tte activitlaa 

'ilttla naad for cradita» cridantiala, or4ograca 

INTELLECTUAL ' . ' ; 

Kind» of Couraaa: 

Languafa and civic training 
laaic akilla 

Purpoaaa and Pr act leap ; 

£duc»tion to proMOta aquality and opportunity 
Provida another chanca for thoaa by-*paaacd aarliar 
* Co«panaata for prior dlaadvantagaa 

, Aaaiat Indlviduala to inti~r~4S«"vorn<^rc¥ " 
Facilitata aocial «N>bility 

Provide tha baaic ianguaga and aAthaauitical akilla nacaaaary 
to aurvivt'ln Aaarica 

OCCUPATIONAL : ' \ 

Araaa of Intaraat : . 

Cntry«*laval training 
Retraining for diaplacad'workars 
Continui|g aducation 

Kinda 'of Courafa t , 

Learning ttiniMUM ikilla l^or.Varioua Joba 
lifting existing anilla In other occupaiioex 
Recognixliig bua^neaa opportxtnitleii , i 

How to uaa eoiaputera in bua ineaa and ^industry \ 
Effective laanagenent techniquea ^ 
laprovad written 6r oral coMunipstlon |^ 
Laboi^/MnageMnt ^relationa 
laproved t<achi|ig 

Purponaa and Practicta ? 

BecoaMi more aiaployabla f ' 

Coiitlnuf profeasionkl. education^ ' - 

Devalop paraonal and faaoagaaiant akilla 

Adapt t6 technologiciil change in ohe*a occupation ' * . 

Retrain quickly th^i* ^prkera yhoae Joba have been '.^ 

eliaiinatad panaanently through. technological chanye 
Intellectual atinuVation 
luhanp* crtativity . 

Source: Adapted £roai Pickena , 19ft3/pp» 2^3. 

» ■ » • ' . \\-\ 
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fication Systenii recently implemented by the Chancellor's Office, suggest 
that it represents an increasingly large share of enrpllmeat, perhaps more 
than one-third. A study conducted by the Commission pf remedial education' 
offered in 1980-81 identified 18,799 CommuAity Cdllegi^sections of courses 
in English and in remedial reading dnd writing, ^i^h a total enrollment of 
211,845 students or 45*1 petcent of all English enrollments. In addition, 
sections in English as a second language numbered' 2,373' with an enrollment 
of 58,934, numbers which have likely increased since that time (California 
Postsecondary Education Commission, 1983, pp. 80, 88-89), .through these 
courses, the Community Colleges make an important contribution to the field 
0^ adUl^ education. . ^ » 

Califomia^r^ Adult Schools, established in 241 unified and high school 
districts, are a distinct administrative unit of these districts* Their 
purpose is to iwptove literacy skills, employability, paurenting abilities,' 
and meet the special needs of individuals such as the handicapped > older 
persons, and non- and limited«^English speaking adults. In 1981**82, more 
than 1*5 million enrollments occurred in these rlasses, which included 
624,359 in Adult B^sic Education, 254,164 in vocational training, 105,510 in 
programs for older adults, and 105,048 for handicapped adults ( Governor's 
Budget for 1984-85 , p* E-7)* 

^Regional Occupational Centers and Programs provide vocational training to 
high school pupils and adults. Of the 67 in 1981-82 which enrolled 91,456 
students, 41 were operated by county superintendents of schools and 26 by 
districts, mostly through joint powers agreements. Courses cover a wide 
range of job-related training and are conducted in facilities on high school 
sites, in the centers themselves, or in cooperating businesses (Office of 
the Legislative Analyst, 1984, p* 1542). 



CHANGES IN STATE FUNDING FOR ADULT 
€ATtoN SINCE PROPOSITION 13 

Since Proposition 13 and State reductions in the early 1980s, the Community 
Colleges and the Ad4t Schools cannot ^rec^ive State support for avocational 
courses in the strict sense. Most districts, however, fund these activities 
by charging 'tuition and some have expan^d their programs considerably* In 
terms pf State-Supported offerings, the districts have concentrated on basic 
skills course? and vocational programs, of which the Community Colleges 
offer both kinds for credit and non-credit. 

Before 1978| the Ad^lt Schools offered a wide range of courses in all three 
categories of adult education. Siiic^ ^^^%J State support - for the Adult 
Schools (and, since 1981, for Community College noh-credit programs) has 
been limited to programs in ereiientary and secondary basic skills, Ehgli^h 
as a second language, citizenship], adult training for substantially handi** 
capped persons, apprentice training, vocational training with high employment 
potential, survival skills in oldeX adults, and parenting* 



Xs "sifovm in Table 27, these reitrictions had a major impact on enrollmerit, 
especially in 1978 when the budgets of Adult Schools were cut severely; 
During that year, their etirollment declined by 71,875 averake daily attendance 
or by one-,third — a lots which th^y have never regained'. Table 27 also 
indicates that their enrollment has not even returird to its level in 1974-75, 
even though it has grown slightly* since 1978-79 — an increase of 9,503 ADA 
through^ 1982-83, or 6.5 perceht. In contrast, the growth of average d*iay 
attendance in Regional Occupational Centers and Programs has been steady 
since 1973 with only a slight. iaterruption during the year after Proposition 
13. • • , 

Table 28 shows the income and expenditures for California's Adult Schools 
between 1980-81 and 1982-^3, the only years available for reliable statewide 
data. The small change in income during the list two y?ars reflects the 
State's .decision to eliminate cost-of-living adjustments for the public 
schpols in the 1983 Budget Act. At the same time, federal revenues under 
the Reagan administration declined from $13. A to $11.7 million. Although 
salaries- and benefits increased slightly in fiscal 1983, the . expendjltures 
for bo*ks, supplies, and equipment werei reduced by $2.2 million, or by 17 
percem. This pattern is common during periods of retrenchment. 



TABLE 27 Enrollment in California'^ s Adult Schdbls and Regional 
Occupational Programs, 1973-74 Through 1982'>83 ' 







Regional 




Aanual 




Adult 


Occupation 


V 


Yea^ 


Schools 


Programs' 
2,791 ' 


Total 


Increase 


1973-7.4 


• 1 3*6, 559 


139,350 


\ +36,9% 


1974-75 


182,614,- 


8,102 


190,71^ 


1975-76 • 


V 197,091 


12,438 


209,529 


+ 9.9. 


1976-77 


216,852 


22,277 


. 239,129 
254,081 


\ +14.1 
^+ 6.3 


1977-78 


218,944 


35,137 


1978-79 


147,0^9 


33,220 


180,289 


-30.0 


1979-80 


151,430 


38,956 


190,386 


+ '5.6' 


19S0-81 


171,054* . 




171)054 


-10.3 


1981-82 


190,11** 




190,111 


i +11. 'l 


1982-83 


156,572 


47,196 


201,768 


■K 7.2 



Ten-year incrlsise in Adult School enrollment ^ 14*7 percent.' 

Ten-year increase in Regional Occupational Program fsnroUment f 1 ,591 .0 

percent. • " . 

*The enrollment in Regional Occupational Programs was combined#*ith those 
from the Adult -Schools during th^se two years, thus feal^ing separate analysis 
impossible , . . 

• . * ' ■ • • 

Source: Staff of the State Department of Education, . 

■ -72- ■ . , ' • ■ ' 
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TABLE 28 • Income and Expenditures of California's^ -Adult, Schools, 
. ^ - 1980-81 Through 1982,-83 

Category 1980-81 1981-82 1982-83 
INCOME . : : 

Federal $ 10,356,113 $ 13,466,630 $ 11,680,507 

Federal and State . 472 ,,828 — * ' 593 

Stale 147,779,210 158,053,1^44 158,767,384 

County 582,954 928,161 521,266 

' 'Local. 10.049.088 14.365.966 15.731.985 

• TOTAL INCOME $169,240,193 $186,814,301 $186,701,740 

EXPENPITURES » 

Certificated Salaries $ 88,540,419 $ 98,768^058 $100,854,495% * 

Classified Salaries 20,664,842 ^6,065,407 26,405^883 

. Employee Benefits 17,487,207 19,208,371 21,361,100 

Books, Supplies, and-, . <- 

Equipment 11,167,458 13,085,984 10,868,505 

Coi^tifacts and Others 14.801. 979 25,170,388 26,858.i)21 

TOTAL EXPENDITURES $152,661,905 $182,298,208 $185,348,004 

Source: California State Department of Education, and California State Cqn-',. 

troller Fiscal Transactions Reports for 1980-81, 1981-82, and 1982-83 



r 



V. 



While the State of Califqmia's major contribuftion to adult education occurs 
in itf general apportionments to the Community Collegef and the Adult Schools, 
it also appropriates $2.5 million of Oectpational Training Grants (Cal Grant 
"C") each year to assist students with the cost of their education. In 
addition, a wide variety of education programs for immediate employment are 
administered by the Employment Development Department, usually in conjunction 
with private employers and educational institutions; • ^ 

Over the years. State officials have been frustrated by^the apparent lack of 
results from both the federal vocational jprogramS and the slow resj^onse of 
^traditional occupational programs to the changing needs in the labor market.' 
As a result, the Legislature hatf^ established several programs withi" tight 
restrictions , all with the goal of tailoijing training programs to the needs 
c>f private enterprise. Table 29 describes sora/? of these State programs. 



TABLE 29 California State Programs to. Encourage 
. Education j 



Program and 
State Funding 



Callforula Worksite 
Education and Traiaing 
Act 



Employment Training Panel 
($220 million over forfr; 
years from Unemployment 
Insurance Fund) 



Family Economic Security 
Act (funding is scattered 
but is linked to the Job 
TrainingUnd Partnership 
Act) 



Year 
Established 

1975 



1982 



1982 



Services 



Emjployer**sponi8ored . 
vocational edj^ca- 
tion which co^ibines 
classroom instruc- 
tion with on-site 
training. 

Match the needs of 
business f.or skilled 
workers with those 
whose jobs are 
obsolete, 

Impleme^t various 
facets of the feder** 
al Job Triiini,ng and 
Partnership l^rogram . 



Vocational 



^Priorities 

Workers with 
obsblete skills 
or those unem- 
ployed who ^ a re 
selected by 
bufiiness . 

Retraining I not 
entry level* 



Youths and dis- 
placed workers 



Source: "Employment and tr^iining Programs for the 30s," 1983, pp. 8-10. 



FEDERAL SUPPORT FOR ADULT EDUCATION 



Vocational Education and Retraining 

The major source of direct support from the federal government is through 
programs in the Job Training and Partnership Act, which was signed by Presi- 
dent Reagan in October 1982 to replace the Comprehensive Employment and 
Trainihg Act (CETA). ' The chief features of the Job Training and Partnership 
Act are as follows: ^ 

• An emphasis on training and placement in' unsubsidiied jobs, as opposed to 
income support and public job creation; * > 

• A locally based pnMram to serve welfate clients and disadvantaged youth; 

• Vocational educational linkages, private sector programs for older workers , 
and labor market information; 

• I Retraining fot. displaced workers which can b6 state or locally iadministered, 
or apme combination, at the state' s .discretion; 



or acme con 

A hWvy em 
specilic 1: 



emphasis on spending most of the funds for training,, backed by ' 
specitic limits on t»|# portion of local funds that can be used for admin- 
istrative, ex^ntfes , wageii, supportive services, and trainee allowances; 



• A major shift to the state- level functioasvpreviously perfomned.by the 
U.S. Department of Labor — local plan appro^lj^-f^scal overflight, and 
progi^ram performanpe activities; ' • ,|\ 

• A range of oj)tipn8 for local public and private l»adei^,Jto decide how to 
plauii^nd manage the local employment and training 83lh|jtlp4 ^ .' .: 

/ — ■■* , • \ 

• The esta^ishment ■ ahd enforcement, of performance sOlndards* r&ther than 
CETA.'s policy of measuring compliance^ to the procesfc ("4«n]W^ym6tit and 
Training Programs for thi SOs," 1983, p-3). • ^ 

. 'i ■ ' . . ' * ■ • . 

The major expenditures in California Under the Job Training^and .Partnership 
Act in 1982-83 were for delivejry system and training services for economically 
disadvantaged youth fnd adulj:s ($201.7 million), suiuner yo^th programs . 
^($74.4 million) i and retraining for displaced workers ($18.2 million) -.- for 
a total of $294,3 million. In addition, the federal government^provided $40 
million to^ the AdHUt Schools for "«h9rt-terra vocational progranTA and $8.0 
million to the Comntunity Colleges for vocational education (Office of the 
Legislative Analyst, 1984)*. ' ^ 1 ^j^ 



"Tax Expenditures" for Continuing Education 

The J.argest indirect sdlirce of federal , support for adult educatioh coB^s 
Uthroujjh "tax", expenditures"* or dedUctions by corporations ^and individuals 
from; their taxable, income. These expenditures totalled $1,15 billion in 
1980,- of which ;an estimated 90 percent was from the federal government. 
Using California'^ aVerage the- nation' s postsecondary enroHi^ent, it is 
reasonable to assumethat some $100 million worth of liax benefits accrued to 
Californiatts' as jMBfclt of these policiis in 1980 (Organisation for Economic 
Cooperation and iJIflSCpment,, 1983, p. 13). 

Basical^ly, ^^ese 'tax expenditures occur 'When: oiikanizations or individuals 
can deduct Educational expenses from, their gros^lncome. /Cl though, in some 
ways genierpus, 'the tax policies of the federal government and of "most . States 
aire,, at best, confused in this aTea- and, in sope cases, downright perverse, 
for example, one rule .is that costs incurred in pursuing a college degree or» 
in changing ciareer^ ^ !i2t deductible, while expenses for upgrading skills^ 
on* the job are. The' following hypothetical example indicates how these 
ihcenti^tfs are irfsaligued,: , - ' 

• * A. college teacher ^can deduct all expenses ftfr i Ph.D. degree in his or 

her purrent field, (tuition, photocopying, travel' and ineals, w|iile away on 
research), if the degree is not re,quired for fkk p0|9iti6n; but a "full- ' 
time" graduate student receives no suQh deduction. 

■ . ' ' '■ " • ■'• ' - • . • • . 

• These same costs cannot bA deducted if the college teacher is changing 
fields, such as by attending^engineering school at night. 

Thus, tax policies for education not onljll^reward those employed Already, hut 
they also discourage mobility within a labor system that deajperately need's 
to promote occupational change among economic sectors. 



. STATE POLICIES FOR ADULT EDUCATION ; 



Thef9tate of -California hat neVer followed a consistent policy toward adult 
'education across all sectors of postsecondary education. The 1960 Master 
iPlan" far Higher Education devoted extensive attention to «tud^rits regularly- 
enrolled in colleges and universities and only a short chapter to^the others. 
"The various segments of higher education* have used tprms such as extension , 
exten a gd'd>y y%. fart r time , adult , evening classes , and continuing education , ' 
the SRterPlan Survey Team stated, arid went on to recommend only that 'the 
existing State Advi80|fy Committee on Adult /lEducation be responsible to .the 
cootfdinating agency and continue the resp^msibility delegated to it .'. 
(p. 144). The plan was silent beyond tfis with regard t6 adult educatioft^ 
except for the following <p"|j. 144-145): • * ) * i 

Jn the long-range plans for providing opportunities inr higher 
' education ta the people of California provision for adequate State . - 

support of adult education services be assured, However, in this. * 
determination of what the^State Should support, effort be made to , , 
differentiate between .those enrollees wKo are pursuing a stated, 
planned 'program w.ith definite, occupational or liberal education 
obiectives arid those who are«enrolling in single gourses for which v 
matriculation or prerequisites are absent. ^ • *. 

' . " • ' • . ■ ' " , ' ,. . • ■ • ■ • 

^ Of* course, this has been a difficult distinction to implement thirough the 
State's Budget. One early effort was to fund „the Adtilt Schools arid Community 
Colleges less for "defined adults" — those stud<^n^sr enrolled for iess than 
10 units who were over 21 years .of^ agON ' Tfiis 'distinct iqin vanished in' the, 
finance legislation after Proposition 13. , V ^ * .. ' f 

.The Legislature's Jt>int Committee to Review the Master. ^lan in 1977 paid " 
. considerable attenti^ t© adult education'^and recommended a feasibility ^ 
study for the creatidWof a fourth public segment with exelusive jurisdiction 
irt this area. Presumably,* this new* s^ment might have assumed responsibility 
for mbst< extension and C9ntinuing education programs in th<^ University , and 
State University as* well as -for thii. "adult education" aotiVities in the ' • 
Cpamunity Colleges and Adult Schools, but the J^egislature never followed - » 
this reco'mmendaViori. * *L • / ' ^ , ' 

State policy, continues to be p.lufralf^tic andfVagu* about the i^sue of which . 

in^titutionV 'to^ld be cespbnsible for, adult education and how it .should be j ^ 

iinaocedV Actual practice indicates tba^ the, State's policy diifers -with " ' 
respect to the four kinds of adiilt education identified in, Table^^O*. . ^ ' . 

Most states, including California., distinguish between the "regul>at" curric- ; ^ * 
ulum offered for matriculated' students in their public ihstitutionfe arid- 
"adult", or "continuing" education. Of Course, the foinner receives the^ 
lion's share of public funding. A<J4itionally, most states distinguish, 
between credit and , nonrcr^dit courses or between degree and non-degree 
instruttion a« the* test for public, supp^^t. -California does, provide SJ:atfr 
support for certain Ktnds of nori-credit instruction at the Commttnity. (JoHnges.' > « 
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TXBLE 'SO Difif^'rent, State P^icies for the Diffi^tmt Kinds of 
Adult Stiucation ^ * 



Ki.nd of . . 
Adult 'Edac^tfon 
' / . ' ■ 
Cohbiyiiiig 'tducatioft 



Ayocational. 



Basic Intellectual 
• SkiUa/Gittzeouhip 

Short-Term^-Vocational 
Educ'aftion > 



Characteristics 
^ of Studehts 



Usually» 'professionals or 
those already employed* 



Middle iacome relatively 
well-'educated* I 



Dis£|.dvantaged students 
in terms of educationali 
or socio-economic status; 
refugees and^ tli6se v?ith- 
oitt U.S. citizenship. * 

Entry* Irfyel workers or 
displaced workers; job 
changers. ' ^ 



Segm^ent Involved^ and 
Source of Support 

University and State Uni- 
>%r8ity Extension; Coromu* 
nity College Community^ 
Services • Supported 
primarily by tuition. 

Tuition payments* by stu- 
dents in the University, 
State University, Commu- 
nity Colleges, and Adult 
Schools. 

COiranunity Colleger and 
AH^ilt Schools.; State- 
supported. I 



Community Colleges and 
Adult Schools* State- 
supported, al^though the 
courses have required 
considerable fee^ for 
equipment and materials. 



Califo**nia Postaecondary^Edhcation Commission staff analysis 



A<, dtacrfbed in' the CommiasipnVs background paper on "Social and Economic 
. TrfnjiVi ).985.?200,0.»^'' the enormous number of post-war "baby-boofn" Ameiricans 
/*ayf. mbved .thr^Otth the tr^ditioiial age of fullrtirae college attendance and 

^re^no*f%maIoj^e(PAn an'econom^r tijat' requires flexibility* in occupational " 
'skills 'arid cJlpeSr' deciiions. ^As a result; the tradiPional distinction 

betw>^ei\ vr*gulAr'^^nd* "adult" i9l;uderit8 with its .fiscal consequences fot^ 

pu'bUc;8Upjiort Jiias become^ in^reasiLngi^y difficult to sustain as i^ound .public^ 



SIGNIFICANT TRENDS IN FINANCING THE CURRENT OPERATIONS 
. OF HIGHER EDUCATION IN CALIFORNIA ' 

A large number of educational inatit^fons in CalifQr^la annua|ly produce 
considerable quantities of information on the^r financing. Unfortunately, 
much of this information . is eitlher not comp^^rable a/ooji^ the institutions,, 
incoftsistently repprted oyer time, or api^ears in a format not usefut for 
PoUcy analysis. ^ ^ . * ; 

ftm \ ftate-level perspective, .two analytical devices are ikst * qommo4ll|^ 
used to remedjy these dtfects. The first of these is trend analysis wi|the 
isolation of certain statistics knd tracking of their .changes over vme. 
The claBsic ejiample of this app^rokch was a report in Change Magazine entitled 
'•Xhe Financial State of Higher Education" an ambitious study in 1976 
which constructed 224 indicators fAr a sample of 55 ihatitutions around the 
nation, including^ enrollment trends, changes in ^educational and general 
expenditures, freshmen full^time-eqiiivaX^jat students to total undergraduate 
full-time-equivalent students, Stscriptions, of institutional ptograms and 
of ferings , -and tuition and fees compaored to student aid revenues (Lupton, 
Augenblick, and Heyison^ '1976). Following many of the same approaches used 
by "technical analysts" in the stock mar KeSu^j^Pr end analysis in higher education 
attempts .t^ discern certain regularities over time, offer hypotheses on 
causes, and projefrt trends into the future. 

The second device is ratio analysis > which involves comparing one set of 
figures with another and expressing their ratio as a ratio or a percentage 
(Lanei^ 1984^ p, 6). College administrators frequently use this approach in 
order to determine tjie fisc^al "health'' of their institutions. Typical 
tatios include: ^ ^ • 

Iri^tructional Expenditures/Total Expenditures 

Total Revenue Minus Expenditures/Tot^l Revenue ' • „ 

Tuition and Fee Revenues as a Peijcent of Total Revenues > 
Expendable Fund Balances/Long-Tertit Debt 
Expendable Fund ^alances/Total Expenditures s v 



Over the years, a dozen or so r&tios .have become common and certain ranges 
have come to be Vegairded as '*safe^' for college operations (Minter, 1979b; 
Brubafcer, 1980). Barbark Taylor describes som^ practical uses of ratio 
Analysis as follows (1984^ pv. 10):^ 

efforts t^ create objecti ve in dicators reflect a desire tg monitor 
measurable cj^aAges J^^i00ll^^^ condition and to maintain flianciaf 
strength through tfi^?ftectivc^*^use of available resources. Moreover, 
because Indicator values for individual institutions can be useful ' 
devices for monitoring the condition of compari^ble irytitutions 
.... Na single ^aipproach or indicator will reflect financial . 
dchaditlon perfectly* [Meverthelesa, ] a growing ^ep^ndence on 
tuition income or an increasing proportion of total ^penditures 
devoted to debt service ihould *alert the institution \o the pcJ^si- 
Sility of future financial difficulty. ' v 



Despite their acceptance by institutiorjal researcher^ , sophisticated techniques 



of trend and ratio anatysla^ have not 



been well developed for state-level 



policy analysis, even thougfi most states do attempt some aggregate compaiPlsoas 
both ao^ng their own iastitutions and [with those elsewhere. Such an investi^ 
gat ion is difficult ill that the analysis must be comprehensive , and yet ^ 
sensitive to major diff^^rences between institutions; it should also be^ 
policy-oriented rati^r than directed at malaagement; and it should be based 
on' information that is often difficult to develop from institutional sources 
alone'* 

The Commission has investigated a number of approaches and compile^ fiscal 
data from a variety of perspective^ iato the following nine displays. It 
presents these data in two categories: (1) ''macr6 statistics** about general 
levels^of funding,, and (2) "micro indexes" about particular aspects of 
finance within higher education. In order to be most useful, each of^^these 
items attempts to answer only one important ^uestion,'^ as follows: 



Display 



Question to be Answered 



MACRO STATISTICS FOR^GHER EDUCATION IN CALIFORNIA 



2. 



Portion of Total Income Represented by 
Various Income Sources for l^blic and 
{Ion-Public Colleges and Universities 
in California ^ 

Percent Change' in Total Education and 
Genital Revenues per Full-^Time-Equiv- 
alent Student and in Faculty Salaries 



What important shifts in the 
major sources of income have 
K>ccurred? " 

How have the resources for 
certain conunon units, such as* 
full-time equivalent studentTs 
.and faculty salaries, changed 
over time? 



3. The California Higher Education Pro- 
^ Trortrioii Index 



How has the State's fisCal com- 
mitment to tl^e thrte public 
segments changed over. time? 



MICRO indexes ™ higher EDUCATION IN CALIFORNIA 



4. The State Support Index 



4 , 



5. The Instructional Support Index 



The Institutional Support Services 
Imlex 



How has State support of the. 
thrive public segments changed 
in relation to their total 
expenditures? 

How have expenditures for 
instruction changed as a pro- 
portion of total expenditures . 
within each segment? 

.How have expniditures for 
general administrative services 
changed at a proportion of 
total expenditures within each 
segment? * ^* i ' 



7. The Student Charges Index 



8* The Resident Student Charges Index 



9. The State-Funded Student Financial 
Aid I^dex * 



I How have student charges changed 
over the years, iCompared to 
total expenditures within each 
segment? 

How have the major statewide 
fees charged to resident students 
changed over the years, compared 
t(o the segments^ State General 
' Fundi^? 

How has State support for direct 
financial aid to students changed, 
compared to State support for 
the three public segments? 

1 



Clearly, there are other ways of identifying and measuring trends in the 
financing of higher education that may be jmst as valid and perhaps *»ven 
more* accurate over time* Nevertheless, the Comrtission is attempting to 
establish a set . of general trend indicators that can be tracked annually to 
reveal important changes in the aggregate financing of higher educatio/^* 

MACRO STATISTICS FOR HIGHER EDUCATION IN CALIFORNIA 



Sources of Income 



Display 1 on the next pagp sh^irS^the changes in sources of income for Cali- 
fornia • s^public^nd non-public institutions between 1971-72 and 1981-82, the 
raoj5t recent ye.ar available from the Higher Education . General- Information 
Survey, The display indicates that total revenues for current/ operations 
increased during these years from $3*1 to* $8.6 billion, or by*i76 percent. 
Inflation, howeVer, is measured by the Higher Education Price Index increased 
by 115 percent over tbis period and enrollments by 44 percent, primarily at 
the. Community Colleges. . ' \ 

Display I reveals two particularly important trends: 

6 First, the general impression that public institutions are increasingly 
dependent on State government appropriatirons is only marginally true in 
California, since the total proportion of State and local government' 
Support increaaed modestly from 53;16 percent tq 55/80 percent,, Of more 
coorern is the Incriiasing dependence of all institutions, public and^ 

' l;)dependent, oh State and federtil contracts and grants. The ten-year 
increase in government grants t^d contracts as a ppopOrt^^op of total 
income was 4*67 percentage ppints public institutions, o» a 55. ^ 
percent increase, while thgt for independent * institutions was 5.58'per 

^ centage points, in private institutions, or a 57*3 percent i^uymp* 

o Second, student charges inCtfeased steadily at private ^s^itutions through- 
out' the decade, both In terms of actual charges and as a proportion of 
total income. As Display 1 shows, these charg'ts as a prbportion of total 
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_ DISPLAY I * Portion of^ Total Income ^eprese$t6cl by Varioui^ Income 
1, Sources for Public and l/on^Publid Colleges and 
^ Vnivrsities in Qalifornia,, l^^l-VZ, X9Zf^77, And '. 

^ 1981'6^ i in Thousands oi Dbllari) * • I 



0, 



Source 
of ' 
Income 
and Years 



All. • 
Institutions 
Amount Percent 



Tuition and Fees 

1971-72 $ 390,703 
1976-77 658,686 
1981-82 1,236,537 



Category, of Institution 
Public 
Institutions 
ypunt Percent 



' 8on-Publk 

Instituti 
Amount ^ 



12.51% 

11.06 

14.34 



$ 168, m 
!231,566 
430,805 




State and Local Governihehts 

l'971-72. $1,219,279 39.05% 

1976-77 2,392,508 40;,25^ 

1981-82 3,476,879 40.32 

Government Grant^ and Contracts 

1971-72 $ 274,134 8.78% 

, 1976-77 734,305 12.35 

1981482 1,127,968 13.08 




$1,200,513 / 53.jl6% $ ; ^1,016 



2,392,595 
3,476,815 



$ 221, 819 H 25.66% 
427,120 28^4$ 
895,733 33.6$ 

o.,uit 
o.do ' 

0.00 



4- 
■65 



V.' 



$ 190,015 
494,046 
7.61,630 



"Gifts% Grants,' and Non-Governmental Contracts 
1971-72 $ 97,750 3.13% $ 31,244 



1976-77 
1981-82 



159,793 
315,569 



Endowment, Income 

1971-72 $ 41,61^ 
1976-77 '59,600 
1981-82 131,413. 

All Other Sciiirces • 



2:69 
3.66- 



1.33% 

1.00 

1..52 



53,755 
123,530 



$ =10,350 
. .17,417 
>,37,if.89. 



8.41%. 
11.11 ; 
12,22;. 

. 1;38% 
1.21 
' i.98 , 



0,46% 

0:39 

0:6p 



$. i'84,119 
|40,2S9:: 
r .. '366,338, 



» . ■ 



$l..099,(i7tJ 



t|!r20% * 657,402 29.10% 
52. li255,951 -V 28ViS 



1971-7 
1976-7 

1981-82 ; i^^^ ytl^.^^ ,\fm^U^'(f^.i^^ 



* ■•i9'ri-72" ! 

1976-77- 

I9f*'i^d2 • 8,6i2,,nf ' 100.00, 



0: 



$ 60,452 

■: ;io,6,038 
.. m,D39 



$.■ 31,261 
A 42,ip 

T>^$4^?" 



$,456,772 
68'3i'^00 
^ ;^^3,912 



••i.73%V 

16.02 

1^.31' 



6.99% 

7 i07 . 
; av0/3:v 



^:3;;^2%-: 
2.81 .' 

•..;.ji.;94 ■ ;■• 

53.^8% 
45.60 
:39,04*. 



^971-72 $3,^1^2,5A9 -IJOOVdoi 'i^^^lSjUlOS 15P.0(J%-^^4^^^^ 
**1976-77- 5,9U,634 ; lOO'.OO 4^330 li^y iOO.j^ 



,23i^-404;V.;V lOO ■ . 



■ Sojitcej ' 'Adaptil^rdBi Nat^bnal.- Center' f#^jfe'ducm'<)«-:f ^ 

ItatAgtics of ^Blfcttlona of Hiyher Edajca*i!^V 197iiV:409 v ^l;9^ The ^e^%r' • . ♦ 
/Higher Educ^ionTGeiei'al InBrmaaon S^r?3^yj3fet3I0^^^^ 



is the most, cpmpcett'entiye. source of 



tiim d*.t1i-^;.«v^'iilUM€^ of .;■ . . ' 

higher .edud'aVlon.^ altl<ough J.t)g^"u8efuli^ssififo:t'-#,tit 
minished by • Uck of .timef^tiets aisd' pei^t041< flhw^geA "'"^"^^^^^^ 




If 



.}•■... • 



iQcome declined at public inititutiona during the early 19708, but reversed, 
this trend ,a«ter'#977. Over the ten years,' they declined by *.57 percentage 
point* inMublic institution(t* or by 7,6 percent, but they jf.ftcreased by 
8;02 perceiltige p/)inl».in private ^nstitUtiona or by 31.3 percent. 



•I.- ... • . »♦'■'. 



: . . Percent Chahge in Tptiil EduGatiqn and ' Oeneral Revenues per Full-Time 
Equivalents . . 

Unfortuna tely the,, divers^^ fther ediicatfion in Amdrica^^as Th»«nered 

f * ^ . ,,; ^ efforts to report tiwslyV Compreh«iisive and truly comparable -fiscal dtfta 
/ among states. The difficulty *^With fiscal information comes not from having 

. too litiile ijiformatioh. Anhually, the. Chronicle of Higher Education has 

/ ' > > ■:■ • published tbe retulis of M.. M. ChaTnli«ir>V "Grapevine" survey of State Generd-1 
: \ Fund appropriations . D. Kent Halstead and' Marilyn McCoy have published' 
/extensive studies based cto HEGIS fiscal data. The $tate o^ Washington's ' 
.Council for Poitsecondary Edutat^ioh pub-lishes a survey of state and locfl 
appropriation's along with such higher education per 

thousa-hd dollars of personal ''fifi^^^ - Etach of these efforts haS;. special ' 
■ : : • J.;, strengths, , cpmbined, however, with considerable weaknesijes. 
•V •''■0"'' .-. . V , -.v/-:. " '' t ■: . ■ V " ' ' ' ' . 

Among -the most glaring flaws of studies 'i&Mch' compare funding levels among 
st;ate8 'ar#: - ■ ~ ^ ■, -.^x ... ^ ■ 

• Erratic treatment of funds which a«<usei|>to o5f-set s^ate appropriations 
•^rS^--' i ./for itisti/tutions. (sHch-as-prnptf and student tuition) 

' , • Different • treatment of capitjal expeai|i;tures , deferred Maintenance, and 
/■ . : equipment replacement; 



• Different treatment of fringe beHefits ail'd^future obligations generally; 

' ■■ -^nd . ■ . • . , . • . ■ 

• Alterative methpds calculat ing , fuil*time*>e^ivaleftfe -s^wleatt-, a 
" v defTiuHon which varies 'dJhsidtfrabiyiii^^ J„ lilil 

/ *v:i, , ,:.Tiie efforts by Kent Halstead, Ma^irilyn McCoy, and Melodise Christal in Higher 
V ' l^ucaUog Fihancing in the Fifty States to use HEGIS information and other- 

st>^i8tics, capcfally discussed with the State Higher Education Finance 
Ofticelf* before TflM^^ is" gradually becoming the stAdard reference, if 
- -iV riot ; thr la^ wojrd,,. in Interstate fiscal comparisons. Unfortunately, the 
. pub|iG«tib^^; iS; 1^^^^ titmely (generally, it is three years behind the current 

; ye#r|v; ah<i i#r<;^em«^ year help overcome the deficiencies of prior 

. - f ^ ' vVMumes.:; : exteiisiye effort whic^ i$ invested in' this * 

document irtakesf it ; the single i^bst comprehensive and comparable info'rmation 
: , - . ' aVaiiabiis for/the lihiyier^^ and K« i^esults* are summarizejd 

; in,Di,s|tJay2 fo'ic',.;Callf<i'j^h^^^^ ■•V";, "- 

• . «■■'. v> ■ ' .'.'V '. '. .*■■>. • 

>■ * ■ • ■ *^ '" ■ . t.'-"' ■'i , * ' , , |t ' 

; ; ' TheJfollbwlh|^^ been ,e)ieei^pteWfrom the most recent edition, of 

.v' .iv -thft b^ofjak (M<iC6y, Hi^ll^ea 1964, pp. 130-131, 5^512); ' 

Vv ' , " , l*or JfiliUfb^iiia's sy#^^jem ^of" p^^^^ hi^lier Education, fiscal year" 
/ , ' '■•0..'V99t2i'!¥lliB miirked i.fiinifiiii^nt drop in» con*tant-dollar-per-8tu- 
• ' ^''r-.^. • /4tntMi4iii$, 0^1^ t<f\ii^y^kti-t^%t!f(te» £ar|d votf«e than California,., 

^i-ffM .:?%vf .^^-v ; M'W-'^^h 



DISPLAY 2 Percent Change in tQta.J Education and General Revenues 
per Full'Time-Equivalent Student and in Faculty 
Salaries, in Constant Dollars, 1977-78 to 1981-82 



Region and Type of Institution 



Percent Change 



Total Education and General RevenUfts per Full-Time Equivalent Student 



California , ' 

Public Inititutions 
Non-Public Institutions 



- 6.8% 
+ 7.7% 



United States 

Public Institutions 
Non-Public Institutions 



- 2.3% 
+ 3.7% 



All-Ranks Average Faculty Salaries 

Cali^fornia 

iPublic Institutions 
Non-Public Institutions' 



+38.0% 
+44.0% 



United States 

Public Institutions 
Kon-Public Institutions 



+36.0% 
+36.0% / 



Note: Constant dollars were calculated using the Higher Education Price 

Index deflator. ' "Education an<jl General Revenues" Exclude government 
grants and contracts. ' 

■ ' ^ ■ '.•<...■ " ' ' 

Source: McCoy, Halstead, and Christal, 1984. 



where inflation-adjusted state and lo,cal,ap^ro^Ky|!^ions per student 
pluometed 12.0- percent. Tuition increases aiftrf^rated thes^t 
losses; to some degree; still, the purchasi^| pewer^^l^tal revenues 
(except government grants and contracts) in Cali£oli|ka' s public 
sector dropped 8.9 percent from 1981 toi, 1982. AlI\ffC*U)rB of 
public : institutions suffered these losses Except the ^jj^pcialized 
institutipns. losses in overall f^urchasing power rangeav^from U..J 
percent at the research universities ' (with medicsl prog%s) to 
10.8 percent at .the academic/comprehensive turo-ye^r'lnstituflions. 



The cbnstant^dollar losses in, Calif prnis from 1981 €^'lf«2^ left 
the state's public sector with an overall' four-year profile (1978 
to 198;j) V^f a 6.8 percent drop in' perVstudent purchasing pow^r. 
The losses in the two-year sector are iib^t npjlable, I8s9 percent 
•t the academlc/cbmprehensiye twd-yeal Institutions ai^d 25.0 



percent at the occupational two-ytfar schools. Losses in the 
university sectors and the comprehensive (four^year) institutions 
were much less by comparison, ranging from ,5 percent to 2.7 
percent . . : r 

California ranked fifth in the country iif its funding of higheir 
education [in terms of per capita support] ; On average, eaoh 
citizen of the state pr9vided $151 to support higher. education, a 
rate 40 percent above average [California , of course, ranks <iuite 
loW in tuition per capita, so that this high level of State support 
is, not sutTprising] . Minety-eigh't percent of these funds were 
channeled directly to the public sector /with 95 percent distributed 
through direct appropriations to public institutions. Three 
percent was channeled to students in the form of "student aid, and 
2 percent provided other indirect suppprt Ito higher education. 
California was among the 33 states 'that provided student aid to 
9tlidents. attending independent institutions • . \ . * 

California supports 135 publiq institutions. The State provides 
47 percent more funda than average to educate a pool of students 
39 percent larger than average. In addition, Caflifornia's combina- 
tion of heavy emphasis^ on two-year Education and lesser emphasis 
on university- level education creates an educational system that 
on 'average is less expensive to operate than Chose in most states. 
The result is ' a system of public education/ that is very well 
'supported by the state, at levels that rang/ between 8 and 189 
percent above average per student .... 

Largely as a result of this substantial state funding (representing 
67 percent of all education and general revenues, which are then 
supplemented by funding, from other sources, each of California/ s 
public institutional sectors except the *two-year institutions 
operates with total educational and general revenues per student '' 
(excluding grants and contracts) that are substantially above 
average. California's [four-year institutions] are ranked in 
either first or second place in terms of education and. general 
funding. The academic/comprehensive two-year vSector \s funded at 
levels 8 pelcent below average, whiLp the occupational two-year 
sector functions with 13 percent left per studenti than average.. 
At the cbmprehensive institutipus , sXate . . . appropriations per 
student ate substantially above average, while tuition and private- 
gl,ft. revenues are significantly below. Still, comprehensive 
institutions in California operate with 6 percent more per student 
than thf national average for similar institutions in other states, 
tuition and fee revenues in the two-year sector (at $83 and $91 
per student in the academic/ comprehensive and occupational sectors) 
are approximately 85 ' percent below average and are '^nb doubt a 
significant factor in the high access rates in this segment. 

Above-average rev^ues trM^late into above-average expenditure 
patterns in most bases;^ public-service activities and other educa- 
tion and gehetal expenditures are the exception. Faculty 'salaries 
are 21 percent above fverage* These pay rates reflect the above- 
avedigcVsalary Increases in California between 1978 and 1982 .v • . . 

■■ -85- ■. -.^ 



California i:ank*d siicteenth infthe na^on in faculty , salary gains. . 
Notably, facul^f pay ra.tcs '[^r fuU-tiine instructors! in the 
conaunity colleges are seemingly unaffected by the below-average 
operating budgets in that; rector. In fact', the occupational 
• schools, with a per- student ope rat if g budget of ^3 bercent below 
average, have salary rates that are percent above average. 

blic institutions 
jugh data from the 
ailable for those 

in sjupport per 
focnia's Community 

Colleges. It is also likely that the years 1984-85 and 1^85-86 will reverse 
this erosion — at least for the University of California and the California 
State University. * > ' . , . 

The California filgher Education Proportion Index. 

One of' th^ <}^e%tion8 asked most otten is where funding for higher education 
stands as fi.tate priority.' Obviously, many approaches to answering this 
question are possible: some might be ba^ed <5n perceptions, such as dnterVi^WS 
with iBtate officials; others on mathematical correlations such as comparisons 
of . funding {pv higher education with'*that for pther state agencies; * and 
stiii others pn the historical record, suth as newspaper accounts of ^budget 
idecisioQS* ' t 

The California Higher Education Proportion Index does not definitively • 
answer the question of State priorities, but it does shad some light on. 
allocation trends. . Specifically, the Index measures the proportion of total 
State General Fund expenditures (minus capital butlay) and property; tax ' 
i-evenuei? (minus bonded obligations) which have been committed^o the three 
public .segments faver the yeafs. In addition, the Indexr«iiiKfthat proportion 
of revenues received by each of the three segments, and their cKahge over 
time. The Index includes State General Fund expenditures (minus capita! 
outlay) because all thr^ segments receive most of their education and 
general revenues from this source. Property tax revenues ar^ included as 
part of State-determined fundinfj because df the Community 'Colleges* reliance 
on thia source, and the fact that Ptpposition 13 gave the Legislature exclu- 
sive responsibility for allocating thefle revenues, • which created- a de facto 
. statewide tax. To ignore propert^y taxes in any hi«torical mea^hre of funding 
for higher education" In, Ca,lifomia would seriously sKew the rfttults. Of the 
various meaiures avail^able f6r th^e "State's commitment" to public higher 
education, the Higher Edwcatio^i proportion Inde^ is perhapp the most compre- 
hensive and a^^aytical. *^The Appandix on pages 101- 10^ describes its compo- 
nents , ) . . ' ' , ' • • ' 

Although the Index can be used as evidence that hi,gh4kr education is comn\anding 
a larger or smaller share of the General Funds and property^. tax revenues 
that the Stat* haa- available for expenditure'; each year, the "priority" of 
hlghef education is a different matter, partly because much of the State's 
funding is based on workload changes (pri^««ily enrollment shifts) -and, in 
the case of the University and the 5 tate University, on decisions about 
salary increases which are provided to all State. employees.' Nevertheless, 
•••revealed in the detail of Diapl^y*^,, the JCndex does seem to identify 



DISPLAY 3 



Year 



The California Higher JSducation Proportion Index, 
1969-70 to 1964-$$ 



Index 



Events Related to the Index 



PHASE ONE, 1969-70 TO 1973-74 (Index stable, with a mean of lO.a p^rpent'.) 

1969-70 10.4% l^gher education enjoyed a large budget increase this 

' year and strong enrollment growth. 



1970-71 



1971-72 



1972-73 



1973-74 



10.2% 



10.0% 



10.4% 



10,3% 



flo cost-of-living salary increases for faculty at t^ie 
University or State Qolleges.^ The s tudent/ faculty r^io 
increased considerably at the State Colleges because of 
a budget cut. >,\ , 



Again, no cost-of-living salary increases for faculty at 
the University or State Cdlleges. The University's % 
budget was cut in several areas/* 

The first year of funding after Senate Bill 6 -- the 
Community College formula that contained a policy of 
increasing State aid to them. The State University 
received^ a large revenue increase. 

State revenues fall during the recession. Spendiilg for 
the 4Jniversity 'and State Colleges was held down* ' Com- 
munity Colleges* proportion declined. ' ' 



X) 



PHASE TWO, 1974-75 T(| 1980-8i ^ndexT increasing, with a mean of h.7 percent!) 
1174-75 



11.1% 



1975-76 • 11.4% 



1976-77 



1977-78 



1978-79 



ERIC 



11^5% 



11.6%, 



11.9% 



-A' 12 1 5 '^rct^nt\nrollment increase in the Comraiinity 
Colleges; and a large increase in State support. 

State funding for enrollment increases at the Commdaity 
Colleges was capped at 5 percent. Property tax increases, 
however, provided a total revenue, increase of 21 perrent\* - 
for them. Four-year Institutions received fuiiding for 
several new programs. ' 

$70 per month across-the-board salary increase granted 
for all State employees including University and State 
University faculty* Enrollments ||able at the Univer- 
sity but declined at the Community Colleges and the 
State UniiJ^ersity* ^ ^ " ^ ' 

University enrollments stable, with increases at the 
CommunityX^olleges and State University^ Property taxes 
permitted an increase of 14 percent in total revenue at 
the Community Colleges,. 10 percent at the State Univer- 
sity, and 7.9 percent at the University.- 

{Proposition 13 passed* * The State provided $260 million 
to Community Colleges ^o replace lost property tax reve- 
nues, but they still lost 5 percent of their total reve- 
nues. The Univerfiity and State University rifceived no ^ 
salary increases. Nevertheless, higher education in- 
creases its proportion of total revenues, ihdicating 
that it was not a lower priotity. . \ 



-87^ 



1979-80 ' 12. IX All State employees, including University and State Uni* 

* versity faculty, received a 14.5 percent salary increase. 
Enrollment growth continued in the Coonunity (^ollegeB. 

, 1980-81 12.3% State employees, including University ind Sta^e Uni- 

y^tniV/ faculty, received a 9.5 percent salary increase. 
A large enrollment increase in the Community Colleges, 
especially among non-credit students^ Higher Education 
Prbportion Index reaches 13-year high. 

PHAS? THReIe, 198^-82 TO 1983-84 (Index declining, with a mean of 11.7 peI^cent.) 

1981- 82 12.1% Staters surplus exhausted. First year of retrenchment. 

Student fees increased at the University and State Uni- 
versity, both at the beginning and mid-year, to' offset 

* State cuts. Community Colleige enrollments reached all^ 

^ time high. 

1982- 83 11*8% Recession reduced State's revenues considerably. Comrou- 

^ nity Colleges received no cost-of-living adjustment and 
' ^ lost $30 million in selective course reductions, and their 
enrollments declined by 6 percent. No salary increases 
for aij^vSsity and State University faculty. Student 
fees^^creased at the University and State University 
^ at the beginning and mid-year,, to offset Statt cuts. - 

1983- 84 11.2% Governor vetoed $230 n^illion from the>j Community College 

budget in order to impose student feet but restored $100 
million in January 1984.^^ Five percent salary^ increase" 
^ provided in mid-year for University and State University 

^ . ; faculty. Tight budgets throughout higher education. 

• Community College enrollments continued to decline. 

Student fees raised again at the University and State 
♦ University, to offset State cuts. 

► * ■ , ■ •* ' • 

PHASE FOUR, 1984-85 TO 197? (Index increasing. ) . ^ 

1984- 85 11.9% Major infusions pf State funds into faculty salaties ahd 

restorati6n of past cutis in thfe University and State Uni- 
versity. Student ^es ..reduced ^at the University and State 
, ^ University but iiaposed for t j || first time by tl^e State at 
the Community. Colleges. EnroTlraents ^oatinued to decline 
at the Community Colleges but increased at tlhe University. 

^ , . - 

• / j " » " . ^ • . - 

Note: The California Highef' Education Proportion Index shows State General 
Fund expenditures and proper^ tax^ revenues used for the support of 
current operation^ in ^11 three public segments of higher education 
,as a proportion of total State General Fund expenditures and property 
tax revenue as defined in the statement of methodology ia the Appendix. 

Source: California Postsecondary Education staff calculations. 



0 



. X • V. . ; .88- 95 
ERIC • " 



those. periods in State finance when enrollments were growing or State priori- 
tUfr afforded a Ijarger share of the' total allocation to higher education, 
.or--alternately"during retrenchment when substantial cuts were imposed on 
the institutions. , • 

Display 3 presents the Higher Education Proportion Index in "aggregate form. 
It shows that State support for the three public segments seems to have 
completed three distinct phases since the late 1960s, in terras of the propor-., 
tlon of State General Fund expenditures and property tax revenues, allocatpd 
to them: (1) 1969-70 to 1973-74— a stable proportion; (2) 1974n75 to^ 
1980-81 — aa^increasing proportion; and (3) 1981-82 to 1983-84 — a rapidly 
declining proportion, involving budget cuts to all public institution** and 
major reductions to Community Colleges. 

The totals of Display 3o, of course, can be broken down by its components 
(the University of Ca,lifornia, the California State University, and the 
California Community Colleges)," as Table 31 shows. This detail reveals 
contrary trends among the segments. For example. Table .31 indicates that, 
despite some setbacks in the early 1980s, the Univotsity .of California has . 
steadily increased its proportion of State-determined resources since 1971 
(from 2.9 percent, the University's low, up to 4.2 percent irr 1984-85), The 
State University has fluctuated around an "eqi^ilibcium" level ^3.2 percent 
since 1977-78, although its recent trend is clearly upward from a 3.0 percent 
low' in 1982-83. On the other hand, the Community Colleges have declined 
since their high of 5.3 percent in 1977-78, the year before Proposition 13, 



TABLE 31 State General Fund Expenf^itures and Property Tax 

Revenues U$ed for the^ Sui>port of Current Operations of 
the Three Publia Segments, in Thousands bf Dollars and 
, Their Resulting Proportion Indek, 1969-70 to 1984-8^ 





^ Total State General 




Fund Expenditures 




and Property* 


Year 


Tax Revenqes . 


1969-70 


$ 9,026,000K^ 


I970c71 


10,526,000 


1971-72 


11,265,000 


1972-73 


12,342,000 


1973-74 


13,992,000 


1974-75 


15, 704^000 


1975-76 




l#76-77 


>f^93N00O 


1977-78 


/ 21,9«6,000; 


1978-79 


/ 21,045,000' 


1979-80 


1 / 24^059,000 


1980-81 


/ 27,413,000 
28,867,000 


1981-82 


1982-83 


* 29,926,000 


1983-84 


31,504,000 


1984-85 


35,090,qpO 



University of 
Cal 1 fo rnia* 

Index. 



Aiwount 

329,334 
337,079 
335,578 
384,705 
445,910 
514,556 
585,461 
683,742 
737,498 
767,050 
"901,951 
1,074", 584 
1,697,293 
1,125,469 
1<110,012 
1,457,147 



m(3.6X) 
(3.2X) 
(2-9%) 
(3. IX) 

.(3.2X) 
(3.2X), 
(3.2X) 
(3.4X) 
(3.3X) 

' t3.6X) 

'(3.7X) 
(3/91) 
(■3;8X) 
(3.8%) . 
(3.5X) 
(4.2t) 



The California 
State lln1verftty!*:_ 
Amount Index 



$284,963 

■ 305,132 
316,250 

, 373,181 
428,919 
481,546 

, 537,990 
604,8^3 

■ 666, 0T2' 
682,983 
814,453 
952,0*2 
955,683 

. 907,338 
949,9^4 
1,151,552 



(3. IX) 
(2.8X) 
(2.8%)- 
(3. OX) 
(3. OX) 
(3. OX) 
(3.. OX) 
(3. OX) 
(3'. OX) 
(?.2X) 
D.3X) 
(3.4X) 
(3.3X) 
3. OX 
(3. OX) 
(3.3X) 



•California 
G^BWunity Colleges** 
■ Amount . Index 



337,225 
444; 887 
485,710 
531,330 
579 ,148 
' 772,958 
..940, S44 
1,023,660 . 
1,170,148 
1,093,29^ 
1,238,155 
" 1,386,733 
1,454,532 V 
1,447,787 
1,466,674 
' 1,561,496 



define'd itf the text. 



(3.7X) 
(4.2X) 
:.<4.3X) 
(^.3%) ^ 
(4. IX) 
(4.9X), 

(5.1%) 
(5.?X) 

es.n) 

(5. IX) 
(5.0%)' 
^(5: OX) 

(4.8X) 
(^.7X)' 
, (4.1%) 



Mote: "Tou'l General Fund Expenditure* Md Property Tax Revet^Aei"* 
♦General Fund E'xpenditurea and C ^tA^ tlay Fundi for Public Higher Education in the Support tiudge't- 
**All General Fund Expenditurei and PropetVy Tax Revenuei, . including State Operations, ia deHned ih. the tjixt 
Sources California Poitiecondary Education ^Ciwiiiioit itaff calaiUtloaa.^ \ • ... 



to* a ,ten-year low of 4.4 percent .in 1984-85. Couunupity College funding 
duy.ng 'the early years (1969-70 to 1977-78), however, reveals a steady 
iticrease in this segment's proportion of funding; propelled largely by 
enrollment growth and the State's piJlicy to shift a higher percentage of 
support to General Funds. 



MICRO INDEXES FOR HIGHER feDLfCATION IN CALIFORNIA 

4 " ' 

^ r , . * 

Displays 4 through 9 on the following pages presents d^ta for the six "micro, 
indexes" that by and large compare trends within the three segment^. 

• Display 4, the State Support Index, shows how the State's fiscal commitment' 

• to the th^ee segments changes relative to the total expenditures of each 
segment. As it indicates, the State-Funded portion of the total expendi- 
tures of^th« University and State University fell . considerably between 
19V4-75 and 1983-84 but then increased at an unprecedented rdt^ in 1984^85. 
In contrast, the State-funded portion of the C&mniunity Colleges' total 
income (including property tax revenues) increased between 1974-75 and 

1982- 83 — from 77.27 percent to 85.61 percent. 

• Display 5, the Instructional Support Index, shows how expenditures for 
instruction have changed as a proportion of total expenditures within 
each segment. It indicates that these instructional expfenditures in the 
University and State University have declined 'during the fast decade but 

• have remained virtually the same proportion in the Community Colleges, 

• Display 6, the Institutional Support Services Index, shows how expenditures 
for general admi'nistration services have changed as a proportion of total 
expenditure%. Although consistent data for the decade is unavailable 
from the Community Colleges, ^t indicates that at both the University arid 
State University administrative costs have declined slightly as a percentage 
of the tot^al. 

• Display 7, the Student Charges Index, Shows how general-purpose student 
charges for residents and nonresidents have c^hanged over the years, when . 
compared to total expenditures within each segment. It indicates that 
these charges declined proportiionally in the University and State University 
until 1978-79 but then increased rapidly between 1980-81 and 19^-84, 
after which appropriations for 1984-85 reversed this trend. 

• Display 8, the Resident Student Charges Index, shows how statewide fees 
charged by each , of the public segments have chang^ed over the years as a 
percentage of State General Funds* It indicates* that fees increased 

' sharply between 1980-81 and 1983-a4 at the University of Califotnia, but 
returned in 1984-85 to earlier levels. For the State University, sharp 
increase^ occurrlll during the same years, but the 1984-85 level remained 
considerably higher' than before. 

• Finally, Display 9, the State-Funded Student Financial Aid Index, shows 
how direct State/'Stipport foi? student aid has changed, compared, to State 
support for the 'three public segM|ents as a whole. It indicates that this 
aid grew 'before 1979-80 but remained around an "e<JulljLbrluin" point thrbugh 

1983- *34^ » 
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DISPLAY / 



Tti^ *State Support Index i 1974-75 to 1984-85 



1974- 75 

1975- 76 

1976- 77 

1977- 78 

1978- 79 

1979- 80' ' 

1980- 81 

1981- 82 

1982- 83 

1983- 84 

1984- 85 

Percentage 
Point 

Change ( 

Percent 
Change 



Urliversity 
pf Califor nia 

31.24% 
31.22 " 
, 31.18 
29.97 • 
29.90 
28,1(1 
29.01 
27.04, 
26^.26 ! 
25.43 
27.06 



4.18% 



•13.38% 



Segment > 
The CaliTornia 
State University 

69.82% 
69.39 
68.76 
70.79 
67.83 
68.90 
68.35 
66.69, 
61.65 
- 61.61 
66.07 



- 3.75% 

- 5.37% 



California 
Community Colleges 

77.27%" 
82.. 66 
81.28 
82.81 
82.82 
82.70 
• 82.38 
83.99 
85.61 
• N/A ' 
■ -N/A 



+ 8.34% . 



+ 10.79% , 



Notes: The State Support Index identifies State general purpose funds for 
each of the three public segments as a percentage of their total e'xpenditures . 

The years 1980-81 through 1983-84 include ^:apital Outlay Funds for Public 
Higher Education (COFPHE) for the. University and the State University , iwhi^ch 
were expended for deferred maintenance and equipment replacement, thus re- 
lieving c6FPHE funds for deferred maintenance in 1982*83 and^l983-84. 

. Forriall segments,, "State general purpose funds" mean State General, Funds 
expended for some Educational or General purpose. For the Community Colleges, 

'property tax -revenues are included (but not those raised specifically for. 
capital outlay). - " ' ' ' 

For the Community Colleges, State General Funds for. the districts and for 
statewide programs are included, 99 well as property tax revenues as defined 
in the Appendix. 

N/A = not available. < 

Source: California Postsecondary feducation Commission'^ staff calculations 
from Governor's Budgets and the State Controller's Annual Rcfport on the 
Financial traAaactions of School . Districts for the relevant years • 



DISPLAY 5 The Jnstructional Support Index-, 1974r75 to 1984-85: , 

« _ I .' . Segment ' ... ' ■ ' 

. University of California J^- Cali^fornia Cominunity Colleges 

Instructional f Instructional The / Instructional . Instructibnal' 

Expenditures/" **■ Expenditures/ California Salaries/ Salaries/ 

, - Total , Support fori State Total/'. . Current Expense 

fear Expenditures Current Operations University Expenses of Education 





1 / . J/b 


Jo .0*1% 


AO «s 1 *y 


^ M/A 

si/ n 


M/A 


1975-75 . 


17.28 


35.87 


48.69 , 


45.26%. 


' 53.9lt 


1976-77 


' 16.44 


.33.96 


46.87 


45.43 


52.59 




1 A nA 
IQ • uo 






LU 17 




1978-79 


15.21 


33. 2 


. . 45.49 


.45.56 


53.02 


1979-80 


J5.42 


: 33.61 


45.09 


45.28 . 


.. 5i3.00 


)980-8Jl 


15.44 . 


. 32.87 


44.45 


45.63 


52.60 


1981-82 


14.89'' 


20.22 


, . 45.46 


45.83 


52.55 


,1982-83 


14.42 


19.91 


; 43.83 


46.37 


52.98 


1983-84 


10.36 


' 19.59 


44.89 


' N/A 


N/A 


1984-85 


11.84 


21,73 


■ 46.93. 


N/A 


N/A • 


Percentage 












Point 












Change 


- 5.59% . 


-14.88% 


- 2.58% 


+ 1.11% 


■ - 0.93% 


Percent 








• 




Change 


-32.07% 


-40.64% ■ 


, - 5.21% 


+ 2.45% 


- 1.73% 



Notes: The Instructional Support Index identifies instructional expenditures from all 
sources, including "General Purpose" *and "Restricted" Funds, as a percentage of total 
support expenditures. 

For the University, the first column shows instructional support als a proportion of 
all expenditures, including extramurally funde<} operations. Since this includes large 
amounts of funds for contracted researph' (such as for the Cinergy laboratories), the 
second column shows instructional Support as a proportion of the University's budget 
for current operations — a measure that excludes extramural funding. This is a more 
accurate measure of instructional support as a propbrtitjn of all thfi University's 
educational and general activities. .-Therefore, it is the more meaningful proportion, 
althdugh ir does not accord strictly with the Index' s .definition. 

«» • 

For the State University, only one column is shown since the amounts for contracted 
research do not, appreciably affect the results of the calculations. 

• 

For the Uniyt^rsity and the State University, instructicinal expenditures are those 
shown under the"Program^' display in each year's Governor's Budget. Because budget 
rc!porting for the Community Colleges is so different than for the four-year segments, 
this straight-forward measure is not available. As a result, two surrogates for 
"instruftiohal support" were chospn for the Community Colleges: (1) the salaries of 
classroom instructors divided by total expenditures, and (2) the salaries of classroom 
instructors divided by the current expense of education as defined in Education Code 
Section 84362(b). These data are found xti the State Controller's Annual Report on the 
financial Transactions of School Districts . 

N/A = not available. . . »■ - 

Sourcer California Posts.econdary Education Commission staff calculations. 
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DISPLAY 6 The Institutional Support Services- lAdax, 1974-75 to 1984-85 



Segment 



UgUer^ity .of Cahiforma 
Su|)port Services/ . Support Servig^s/. 



Year _ 

197A-75 

1975- 76 

1976- 77 
197?48 

1978- 79 

1979- 80 

1980- 81 

1981- 82 

1982- 83 

1983- 84 
1^8A-85 

Percentage 

Point 

Change 

Percent 
Decline 



Total 
Expenditure" 

3.54% 

3.53 

3.36 

3.31 

.3.27 

3.26 
•^3,40 
I -3 .05 
12.90 
' 3.A5 

3.50 



•0.04%- 



• ' ) 

^ California 

.^S'upp'ort foY The California Community 

Gfari^ent 6perat;ions State" University Colleges 



1.13% 



7.47% 
7.32 
7.01 
6'. 88 
6.99 
7.43 
7.47 
6.86 
6.47. 
6.5:^ 
6.42 



1.05% 



14.06% 



12.32% 
11.73 
12.26 
11.14 
10.49 
11.01 
10.83 
10.86 
11.13 
12.11 
11.25 



- 1.07% 



8.69% 



See notes. 



Notes: The Instituti6nal Support Services Index identifies expenditures for 
general administrative services -as a proportion of total expenditures. For 
the University of California, it includes admini-strative expenditures from 
all sources -- "General Purpose" ^nd "Restricted" — as a percentage pf 
total expenditures. At the University, "Institutional*^ Support Services"' 
costs cover executive management, fiscal operations, general administrative, 
services, logistical services, and community relations. For the State 
University, the term refers 4ito aTl these categories plus a few others, 
including physical plan operat^ions. Although the program sub-elements for 
these services have differed slightly between these segments over the years, 
the differences are minimal except for inclusion of plajat operation and 
maintenance in the State University's "institutional support" budget, a? 
displayed in each year's Governor's Budget. Therefore, in order to achieve 
comparability, this sub-element was removed from the State University's 
"institutional support" figures before the Index was calculated. • 

Jor the University, the first column -shows institutional support services as 
a percentage of all expenditures, including extramurally funded operatior^st 
(contracted research) . A second column was added which shows these services 
as a psoportion of the Univer«|it'y ' s budget pbr current operations — a measure 
that excludes extramural funding. This is a more accurate measute "'of' insti- 
tutional support services as a proportion of all the Unlversity^s ',e'ducation 
and geheral activities. " . ' 

V 

For the California State University, only one line is shown, since the 
amounts for contracted research do not appreciably affect the results of the 
calculations. * 

For the California Community Colleges, comparability of •data from year to 
year clnnot yet lie ^ssuredy • , , ^. 

Source: California Pbstsecoqdary Education staff calculations from the 
Governor's Budgets for the relevant years. 



-93- 



ino 



BI3FLA,y 7 The Student Charges Index, 1974-75 to 1984-85 ^ . 



Yeari 

1974-75' 
1975^ 
1976-77 
1977^78 . 

1978- 79 

1979- 80 ' 

1980- 81 

1981- :82 

1982- 83 

1983- 84 

1984- 85- 

Percentage <■ 

Point: 

Change 

Pescent. 
Change 



University 
' Of California 

'7.29% 
7 . 48 
6.98 ; 
6.45 
' 6,^2 
6.28 
•6,14 
' 6,91 ' 
7.88 
8.61 
7.^ 



Q.00% 
0,00% 



^Segment- 
The California 
State University 

6,48%' 

5:95 

5,93 

5.71 • ' 

5.73 

5,16 

5,22 
'6,50 
10.48. 
13.50 
11.39 



V . :f 4.91% 
+75,77% 



California ~ 
CommunUy Colleges 



e> notes . 



Notes: The Student Ctarges Index identifies general purpose student charges 
and fees as a percentage of total expenditures, 

. • . ■ » ■ ■ ' . • ■ . • " 

For the University of California, student charges include the Registratiqn 
and Education fees, summer session fees, and non-resident tuition. "Total 
expenditures" are defined as "budgeted programs," excluding extramurally. 
funded operations such as the energy laboratories and contract research. 

For the California State University, student* charges include the student 
s'ervices fee^ the student services fee (off campus),, the State University 
fee, summer session "fees , and non-resident tuition. 



\ 



For the California Cofljmunity <:olleges,* statewide fees we're instituted only 
in 1984-85. 

'■■'.■» 

Sources: California Postsecondary Education Commission staf^ calculations 
from ,th^ Governor's Budgets for relevant years and the Qilifornia State 
University's support budgets foi^ relevant years. 



DISPltAY 8 The .Resident Stijdetit Charges *Ifid'ex, 1974-75 to ,1934-85 





University of 


' "rite California 


California C oinnu}n i ty 'Co 11 ege 3 
Statewide Marrdated Fee ' 


Year . 


" California 


State University 


1974-75^ 


V 

10.29% 


6.60% 


%■ 

1 


1975-76 . 


10.88 


7.49 


♦ ' * 


1976-77 . 


9^99 


7.07 




1^77-78 . 


9.11 


■ ' 6.53 


* * 


1978-79 . • 


10.42- 


6.31 




1979-80 


9.33 " 


5.28 


• • * • ' ft 


a9«0-81 


■9.ft3 


. . 5.14 




4981-82 


10.94 


6.65 




1982-83 


12.90 


13v94 




1983-84 


15.22 


. 14.23 




1984-85-^ 


^- 11.25 ^ 


1.1 .60 


5.68% 



Notes: The Resident Student ' Charges Indejc indentifies certain statewide 
fees charged by the University 0*$ California, the California State University, 
and th^^ California Conmunity Colleges as a percentage of State General 



Funds, 



For Xhp University of California, these fees are the Educaftioii Tee and the 
Registration Feet. . . 

.For the California State University, t^ese fees include the Student Services 
Fee, the 198rr82 Emergency Fee, and the. State University Fee. 

;■ . ' ■ 

For the'*California Community Colleges, these fees are the mandated charge bf 
$50 per seraester^or full-time students imposed in 19jBA-85v ' ^, 

Sources: California Postsecondary Education Comraissfoto «taff calculations 
from the Governor's Budget? for relevant years and the California State 
University's support budgets, for relevant years. 



DISPLAY 9 The State-Funded Student Financial Aid Index, , • 
' ' 1974^75, to 1984^85 ' ^ ' 



A ■ 

1974-75 
19>5-76' 
1976-77 
.1977-78 
1978-79 
-197,9-80 

1980- 81 

1981- 82 

1982- 83 

1983- 84 

1984- 85 

E|er*centage 

Point 

Change 

f 

Percent s 
Change 



Index 




-0.15% 
-6.25% 



Note: The gtaterFunded Student -Financial Aid Index identifies State- funded. 
Student financial aid as% a percentage of State General Funds and property 
tak revenues received by the three public segments of higjher education, 
"State-funded student financial aid" is defined as State General Funds 
committed tor the California Student Aid CommissioU, plus any other State, 
funds appropriatied to the institutions directly for financial aid, such as 
the supppi^t provided to the California State University starting in 1982-83 
to counter the effect of large .increases in student fees ♦ % 

Source: • Cairfornia Postsecdndary Education Commission staff calculations 
from the Governor's Budgets for relevant years ♦ / 
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THE. FUTURE OF CALIFORNIA^STATE FINAN(|!^G ' 
■ \- OF POSTSECONDARY educatiois • 

■ ■■' ' > * • - • . t ♦ . 

. ■ ■ ■ s ■ % - 

' ' . ^. , . ' 

Without dpixbt, Caiifornia ehjoys a premier array of postsecoadary institutions. 
Its higher education system is distinguished in terms of its. high participation 
rate (the number of studenti^ as a proportion of total population) , its 
acknowledged quality (the reptitation'of iiistitutious for instruction, research, 
and public service),. and its extensive diversity (the range of inistitutianal 
programs ajid courses) ♦ Achieving these charactetistics has been expensive,^ 
but the people of California --through thqir elected representatives in " 
tejhns of public institutions, and on thefir own behalf through tuition payments 
to independent colleges and universities — have generally been willing to 
provide the necpssary resources.: 

Although abundance and diversity have traditionally characterized postsecondary 
O^nance in California, the lat^ 1970s ^ad early 1980s challenged both of 
these characteristics* Considerable evidence exists that ix\. the decade from 
1968 to 1977, ^'real'* resouin^s^^jicreased for all public institutions and for* 
most independent ones. Pi>blSx .higher education commanded an increasingly' 
large share of State General Funds arid property tax revenues, and the State • 
.ranked among the highest in per. capita\support for higher education (Jamison, 
1981)/ Although most independie|xt institutions did ^lot share as fully in tHfe 
growth of resources as did their public counterparts, their financial condition 
appears to have been sound during this earlier period. As of 1975, the. , 
majority of, California' s independent colleges and universities seemed to be 
in relatively stable financial health, with revenues increasing faster than 
expenditures CCalifdrnia Postsecondary Education Commission, 1978a, pp. 
2-3)/ / . . 

Certainly the year of proposition 13 — 1978 represents a dramatic pause 
in this growth of resources. Although higher education's proportion of 
State support did not fall, overall Statei and /local resources provided to 
Califowiia's public institutions declinedltorecipltously compared to those 
elsewBere from' 35 percent above the ha-U-onal average in l977^ft to 3.5 
percent above 'in 1978-79, in terms of expenditures for higher education per 

$1,000 of personal income (Jamison, 1981)* ■ ^ 

* ' *' . ' 

The years between 19^1 and Is/SA then -saw major retrenchment imposed on most 
institutions through tight burets, rapidly escalating student charges in 
both the public and private sector, diminished studfent financial, assistance 
for students a^:' independent- institutions,, restrained salary increases, and 
minimal outlays for buildings and feqi^ment. As a measure of this declining 
•support, the proportion of State res^urHps provided Ui the three public 
segments betweeh 1981-82 and 1983-8A fell sharply anditeadily . . > 




Thfr year 1984-85 signaled a dramatic revers*r o.f this- decline, both for 
publicly supported four-year institutions, and for the California Student 
Aid Cofnmission, which is tJ^e State's source of financial assistance to 
students at independent ; ii^stitutipns . Further, tKe Governor's Budget jEor 
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.1985-8^ ..iwould, continue thesfr pdsUivis t*end$ for the fourVyear iii^tit;utipns 
and the Student Aidi-Comnii^sion. . Tov;d^^ ^owevet , ';the CiJiyrnunitj^: Colleg^^ * 
have not share'^ in this rts^rgencr^ partly because ' tWir ^ i^^^^^ have ; 

declined by 24 jjerceht sintt 1981 ♦ :aad partly bemuse the St-at*'.,5'assbinptioa '' 
of fiscal tespohsibility ftir theip af ter Pj^oposition 13 h4s led tsc> an ih(?^eas- 
ing, although for the most part unr^^lized as yet; demand .fpr mO?e /stitew^de 
acco^n|:?biritY and a clearer definttion of > . ■ 

This current resurgence in the S^tate' ^ ''fiscal support; for most of higher , 
educaticm represents a transition from the period of extensive ret cenchmejnt., 
The new J^riod will\ likely involve som^ '^equilibrium" suppprt levelxfor 
institutions hut few *id^itional . resources . ilore funds are likely to flow 

vinto specially-targeted areas, such as capital needs (especially equipment " 
replacement), high technology resi6.9rch, and enhanced vocational r«sducat ion. 
Substantial amoUnts, for enirollmeat increases ate unlikely, howevffr: The 
University of California is rea^^hing.dts maximum capaiity d a growing 

demand for tindergraduite spaces ;. the State University will be affected, by 
the declining numbers Of IB- to ,24-year olds;, anjl the Cc|ftununity Colleges are 

-not likely to receive Stat^, support to regaiin their losT> enrollments. \ 

As this new era begins, /hree important issues for the /ature-'of CaUfornia 
higher education . hav.e particular implications fo^ financing postsecondary 
education in the State:. (1) the' current lack of attraetive|iess .of^ teaching 
in higher education as a profession, (2) the massive backlog of capital and , 
equipment ntfeds, an* (3) the increasing costs to students of financing 'theic 
education. , ' . .F 

LACK OF ATTRACTIVENESS OF 0OLLEGE' TEACHING AS, A PROFESSION . 

». . . * . ' i 

During the past 15. y<^ars, the purchasing power o^ faculty^ salaries has 
declined by 25 percent (American Association of University Professors, 1984, 
p, 3). Although this is- unfortunate for faculty presently employed, its 
implications, for the future of higher education are especially ofi'itious. 
This decline, exascerbated by * the. fact ' that salaries in most competing 
professions have kept pace with inflation, obviously makes it difficult to / 
convince the best students . to pursue -long-years of^ education so they can 
•serve in the professorate. The fact that only two-tenth» of one percent of 
today's freshmen planVn careers j as professors ' — a decline of 89 percent 
^ since 1965 — suggests the extehtr.of this problem. Although the State has a 
policy to pay salaries in its fpur-year i^nstitutions. that are competitive 
with those, in conipaVable institutions thrPughopt the country, this policy 
aloi|5' will not insure the attractiveness of teaching in higher education as 
an alternative to other professions. 



•THE .BACKLOG OF CAPITAL AND EQUIPMENT NEEDS 

Capital outlay and equipment replacement have been consistently undi^rfund^jd 
in higher education over the past decade. Two recent developments indic^ye 
a new and positivife response' to this probleUi ^ 



A latge : l^f^si^ tjf ;;Jtesouri3ed*-.i the Utlivj^rsity of. California for ^ 

Techpojlogy Bond Funds and aon-S^;ate 

• t Rec(ignit,i<)tt*^^^^^ of additio£^l reSxi^qes for deferre'd maintenance 

and >4uii)ient replacein<!?it iin all public segmfeftts. / ' k 

Jo nleet this large backlog, the State is graduilty being |tQrced to ohange . 
''itS/*'pay^-as-you-gd^*; policy in the area of capit^l;^ 'f^ut lay •aild, along with, 
rttyisit other states, is adopting various for^s of \")^i^eative financing" that 
involves new TelAtionships between institutions ipf higher . education: and 
those wljo ' provide funds ftfr constlfcuction^or renovation- Capital outJ^ay , and 
maia^eriance are two of the most critical chall^ng^a facing «educitional 
institutions today. Successfully responding to the^e challenges requires ' 
long-range planning rather than, ••crash-* programs. , ' > 

■; . ' * -i^ 

•■. " • ' ^ ' \ ■ t ■ 

' ■ . . ' <'..■> * \ 

STUDENT COSTS EDUCATIofi / ' • \ ' 

A steady increase in tuition at independent institutions Ivas occurred during^ 
the past decide, and j(6e6 rose rapidly in the public sector^uring re^nt 
years* ^ Before ^19^4^5 , these increases were not aocompaniied by iyufficr?nt 
funds in State stude;nt. financial ai<i to offset the growing need for "selfr • 
help," which meant larger contributions fronj parents, more jobs for students, 
and a staggering increase in student loans • Further, the initial results of 
the Commission's Study of the finanqial condition of independent institutions^ 
indicate that this trend has had sq^Houi repercussions in this sector. The 
continuing Recline in fcjderal studeiit aid iheans that, even with large increases 
in State student financial aid al^bng with policies to hold dp wn student 
charges at public institutions,, a .larger fmanciai sacrifice wi'll be required 
from students and their parents to fi^nance ' college attendance . 



CONCLUSION 



In sum, the State of California has place^ a high priority on its j[)pstsecondary 
sector by fiscally supporting extensive access, h^gh quality, andl^ diversity . 
of educational opportunity. Specifically, this priority has beehiret lected 
in the State 'j^ high level of institutional finance, its policy of <i^.<fetributing 
campuses and (>£f- campus centers throughout the Sta^^,'^ i.ts e«tensii^<^ program 
of student financial aid to students attending independent institui^ions, and 
its pcliby of (low student ^charges. ^ * 



During years .of gro\^ in its revenues, the State has typically enoahced the 
financing of ^igher education, both|in terms of institutional teve(^i^es and 
student financial aid. Hdwever, wh^ recessions have forced State rv^venues 
down, higher education has suffered budget reductions larger than the/fverage 
for publicly supported services, and this, pattern will likely be repe^iited in 
the future. To a considerable extent, these disproportionate cutsV/come^ 



^/Hecause the Sta£e "saves" money during tetrenchinent ♦chiefly by holding down 
• " salaries r' by ijit the largest single item of expenditure in higher educati(*n. 
Further, the relatively I'ow leVel of studdnt charges in the public sector- 
means th^t , increases in fees, are a tempting source replace State funds. 
.Finally, capital outlay and maintenance has been a prime target for reductions 
and higher education has the State's largest investment in capitaJ. facilities, 
■ excluding highways. Thus, despitev the current upward trend in State support 
for postsecondary education, hard times in the f*ipture wi-ll more than likely 
result in anpther considerable downturn in this support. ^ 
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f APPENDIX 
Calculating th^ California. Higher Education- Proportion Index 



As* noted in Chapter' Seven, the California Higher Education Propottioh Index 
measures the proportion of State 'General Fund expenditures and property tdx 
•revienuesi. that hav.e been committed to the, thr^e "public segint^ats of highei; 
education in California " the University of Califoi^nia, the California 
State University, and the California Community Colleges/ ;In addition, the ^ 
Index shows that proportion represented by each of ttxe J||||||^^egments , and 
their change over time. Of the various measiyres availa^^^^^Bcomparing the 
^'State's commitment'^ to public higher^ education to alT o3WW?tate services ^ 
this index is perhaps the most analytical and comprehensive/ 

The Index includes State Gei|eral Fund expenditures because all three segments 
receive most of their Etlucation and General revenues from this source. 
Property tax revenues are included as part of State funcjing because of the 
Community Colleges^ reliance on th^s sburCe. To ignore property, taxes in a 
historical measure of higher education funding in CaVifornia would seriously 
skew the results. * 

' . ' ■ ■ ' . ^ JDr 

'■ - . •• . / 

4^ ■ * 

Although every effort was made to keep the calculation of this Index simpler, 
the complexities of State 'finance over time require some adjustments. For 
example, in order to avoid double counting certain subventions for property 
taxes and the inclusionj^f capital outlay , certain adiustments^o aggregate 
State General fund. expenditures need to be made. f 

The Index is calculated through the following procedures 



1. Total General Fund Expenditures (adjusted) and Property Tax JReyenues. 

1.1 Adjusted General Fund Expenditures = General Fund Expenditures 
shown in Schedule 3, Governor's Budget (less General Fund capital 
outlay expenditures). 

1.2 Property Tax Revenues = Property T*ax Revenues as reported by the 
Office of the Legislative Analyst and the Board of Equalization • 
(excluding bonded indebtedness, business inventory tax relief, and . 
homeowners- property tax relief)* 

2i: General Fund Expenditures and Property Tax Revenues for the Public 
Segments . n 

. 2.1 Actual State Generil Fund Expenditures by the University of Caiifona*«* 
(Appropriated funds are used for the durrent yeaxV Sources include 
the Governor's Budget and University documents*) ^^s^ 



2*2 Actual' State General Fund Expenditures by the California State 
University. .(Appropriated fund? for the .curren€ year. Sources 
include thfe (Savernor's Budget and University documents)* . 
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State and property tax support for the Commujiity Colleges. 
State Supports 

General ''Apportionments ^ . ^ 

Business Inyentory"Tair1(cldef ^ ■ 
Homeowner's Property Tax Reliet ' ^ 
Other Tax felief Subventions * * 

Handicapped Allowance and EOPS 
"^Net Statue Gejaeral funds for < 

the, Board pf GoVernors and * 

the' Chancellor^ s pffi#e'^ ^ 

• '. . '•* ti 

plus Lqcal Revenues ^ V . ' ;» 

• " District, City, and County Taxes 
minus Capital OuMay^ ^ - 

These amounts arje available for past* yea rjj^n ei thee the 
annual Governor's Budget or in the State C^y roller's Annual 
Repoft of the Financial Transactions of^ ^hool Districts. 
Current- and prior-y^ar data aire Estimates %sed on the Gpver- 
nor's Budget, the apnu^l Budget Act, and information from th^ 
staff of the Chantrfellor's Office of the California Community 
Colliegfts. . : • ' . ' . 



i 
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